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focuses oh infrastructure investment in and-operation LT
of bUlk-ca rgO pOl’t and logistics facilities ih»'the
Yangtze River region in China. It also ,engageé] in land and property
development in association with port facilities. In addition, PYi :
.providés comprehensive engineering and construction services

| through b’aui Y. Engineering Group Limited.
REEELSERE N  WIRPAETAB - SHARNEED
é@?ﬁﬁ&%ﬁ%@’ﬁ%ﬁ% c RENEEHRBORERAEN TR
BHEMREY LEBREREEBERAT
REZENIERBERS




Uit It VR T T T T AT Sem AR e

2006

HKS$' million AEE T

2005

HKS' million BE& T

M@D PY! Corporation Limited | Annual Report 2006

Turnover 2238 3,540.5 3,588.0
Earnings before interest and taxation (EBIT)

SRt FI B RBiwiEF 415.5 503.4
Profit attributable to shareholders H&Eﬁ@ﬁ;’ﬁ%‘l 310.5 521.9
Shares outstanding (million) 3#1Ti% 17 (BER) 1,378.8 1,369.2
Net asset value per share (HKS$) SIREEFE (85T) 1.86 2.32
Earnings per share (HK$) SR &F (&) 0.227 0.385
Dividend per share (HKS) 2R 2 (FBT) 0.73 0.03
Total assets & E 5.981.7 7,110.4
Quick assets HENEE 3,112.3 3,912.0
‘Net current assets 7B & & B E 1,284.0 2,074.8
Net cash FIR& 313.3 664.6
Shareholders' funds RRESE 2,570.6 3,178.8
Current ratio JRELE 3 1.67 2.07
Quick ratio FHELL = 1.63 2.03
Net cash/equity ratio R &, Eath = 0.12 0.21
Gearing ratio B8 &L= 0.27 0.26
Return on equity B&HEUL S 12% 16%
Total shareholder return AR SRAE UL &5 37% 278%
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Payment of special cash dividend of HK$0.70/share as part of the
capital return program, out of the proceeds of the disposal of PYI's
stake in Downer EDI Limited.

RMBA35 million investment in Nantong Port Group for a 45% interest
to fund the new terminal expansion and upgrading of existing facilities.
It also increased working capital and rationalised Nantong Port
Group's capital structure.

Groundbreaking ceremony of the 13 km-Yellow Sea Crossing (Phase
1). This Crossing links the 42 km? land bank and the 1 km?2 man-
made island at Yangkou Port.

Official name changed to "PYI Corporation Limited”, reflecting our
new business focus on ports and logistics business in China.

Disposal of Paul Y. Centre at HK$780 million as part of PYI's divestment
program for the non-core assets and to concentrate on our New
business focus.

In line with its strategy to develop bulk cargo trans-shipment hub
in the Yangtze River Delta, PYI raised its stake in Yangkou Port from
54% t0 68% at a consideration of US$4.5 million.

PYI further raised its stake in Yangkou Port to 75% at a consideration
of HK$168 million.

PY| acquired an LPG river terminal, a storage tank farm, as well as
a mature logistics network for household, industrial and automotive
sectors in Wuhan at RMB470 milfion.

PYI signed a collaboration agreement with PetroChina to conduct
preliminary engineering works relating to the development of an
LNG import facility at Yangkou Port.

Wwe completed our divestment in China Strategic Holdings Limited
and distributed a special dividend equivalent to HK22 cents per
share, amounting to a value of HK$325 million. This signified the
acceleration on our Yangtze port and logistics investment program.

PYI has been included in the MSCI Small Cap Index Series.
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» DrJoseph Chow remarked,

Yl has prudently
completed the divestment
and capital return programs
and we are now entirely
focusing on the ports and
logistics sector in the Yangtze
River region."

mg{) PY! Corporation Limited | Annual Report 2006
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Dear Shareholders,

| am pleased to report our solid financial results for the year ended
31 March 2006, with net profit of HK$310 million on a turnover of
HK$3,540 million. The Board declared a final dividend of HK1.5 cents
per share. This, together with the interim dividend of HK1.5 cents per
share and the special dividend equivalent to HK70 cents per share
paid during the year, will aggregate to total dividends of HK73 cents
per share for this year. It is also pleasing to have achieved our total
shareholder return of 37% for the year. Please refer to the Managing
Director's Report and the Financial Review sections for full details of
our business review.

Following the divestment of our interests in China Strategic, we have
also paid another special dividend by way of an in-specie distribution
in June, in the amount of some HK22 cents per share. In the past three
years, PYI has prudently completed the divestment and capital return
programs and we are now totally focusing on the ports and logistics
sector in the Yangtze River region. Having already established our
foothold in Nantong in the delta and Wuhan in the mid-stream of the
Yangtze, we see great opportunities ahead for us to further strengthen
our positions in both dry and liquid bulk cargo operations.
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» We are committed to the ONgoINg process
in delivering exceptional growth on our
shareholders' return.

Apart from ports and logistics related investments, PY! will
continue to support further growth of Paul Y. Engineering
Group in Macau and Mainland China.

During the year, we saw our shareholder base continue to
be broadened with increasing free float and liquidity. Our
Board is committed to upholding a high standard of corporate
governance practices and business ethics in the firm belief
that they are essential for maintaining and promoting investors'
confidence and maximizing shareholder return.

Currently, three independent non-executive directors form
the majority of the Board to ensure that the Board's actions
account for the interests of all shareholders and that all issues
are considered in an objective manner. Besides, the Group
has set up five board committees, which help the Board
evaluate, review and recommend development strategies
and risk management measures, monitor and safeguard the
independence of external auditors, and review the nomination
of directors, remuneration policies and other relevant matters.
For a clearer appreciation of our corporate governance
practices, please refer to the section containing our Corporate
Governance Report.

The Board has made serious efforts in understanding the
new business dynamics of the Group. During the year, several
site visits to all of our port facilities have been made and the
Board is satisfied with the integrity and prospects of these
investment made. We are committed to the ongoing process
in delivering exceptional growth on our shareholders' return.

Mg) PY! Corporation Limited | Annual Report 2006
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Taking this opportunity, | would like to express my appreciation again
to Mr Chan Fut Yan; Ms Chau Mei Wah, Rosanna; Mr Cheung Hon Kit
and Mr Cheung Ting Kau, Vincent, directors who retired during the
year, for their valuable contribution to the Group throughout the years.
1 would also like to thank our shareholders, business partners, the
management and staff for their confidence, support and dedication
to the Group.

Yours faithfully,

Joseph Chow OBE, JP
Chairman

Hong Kong, 7 July 2006
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»  Tom Lau said,

"PYl intends to accelerate
the investment program
along the Yangtze River, to
further strengthen our dry
and liquid bulk cargo
handling capabilities, to
enhance our critical mass
and to maximize potential
synergies."

M@D PY!I Corporation Limited | Annual Report 2006
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Dear Shareholders,

It is my pleasure to report that the Group achieved satisfactory financial
results for the year ended 31 March 2006, with gross profit reaching
HK$355 million on a turnover similar to that of the preceding year. Net
profit was HK$310 million, with earnings per share reaching HK22.7
cents and a total shareholder return of 37%. About 50% of the earnings
were derived from our property investment and that will not be
recurring in the next year.

As PYI enters a new phase of corporate development, | am pleased
to provide you with more information on our new corporate strategy
and reflect on our achievements to date.

Our Foray into China's Ports & Logistics Arena

The rapid economic growth of Mainland China, together with its
booming international trade, has resulted in an increasing demand
on the country's ports and logistics sector, now the PYI Group’s principal
business focus. Investments in the ports and logistics sector in China
is in line with the National Transport Policy for the building of new
capacity to meet growing demands.
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» "Our Yangtze Strategy calls for the acquisition and
consolidation of a series of major bulk cargo ports along
the Yangtze River and the eventual integration with the

spearheading Yangkou Port in the Yellow Sea."

In my 2005 report to shareholders, | outlined PYI's growth
strategy for our core business. We have executed this
successfully over the past twelve months; the strategy is
delivering, and there is plenty of room for additional growth.

To date, PY! has built up a portfolio of quality port assets in
Mainland China, having acquired substantial stakes in Yangkou
Port and Nantong Port, both located in Nantong, Jiangsu
Province. Additionally, we acquired an LPG terminal in Wuhan,
Hubei Province.

PYI operates a clear strategy for the ports and logistics
businesses. Our Yangtze Strategy calls for the acquisition
and consolidation of a series of major bulk cargo ports along
the Yangtze River and the eventual integration with the
spearheading Yangkou Port in the Yellow Sea. We also aim
at strengthening our operational expertise and skill base as
well as our business network through such acquisition
program.

Review of Operations
Yangkou Port

Yangkou Port has been formally included as part of the
China's Eleventh Five-Year Development Plan.

Construction of the 13km Yellow Sea Crossing, which links
up the Yangkou Port industrial and logistics park and the
man-made island, formally commenced following the
groundbreaking ceremony held in September 2005. Site
formation works for the reclaimed land progressed well.
A collaboration agreement for preliminary engineering
works was reached between the Group and PetroChina
in May 2006. Such preliminary engineering works, to be
jointly carried out by PYI and PetroChina, involve the master
planning of Yangkou Port to facilitate smooth operations
of the LNG import facility, as well as various technical
aspects of detailed design, engineering and construction
methodology for the development of the LNG import facility.
I remain optimistic in securing this PetroChina LNG import
facility as the spearheading project in Yangkou Port.

N
FYI% PYI Corporation Limited | Annual Report 2006
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During the year, potential clients and business partners have visited
Yangkou Port with increasing interests, particularly in the area of
berth operations and land sale possibilities. | am encouraged by
these business prospects and am confident in turning them to
material benefits for PYl in the not too distant future.

Given the satisfactory progress in development of the Yangkou Port
project, in February 2006, PYl increased the stake from 54% t0 68%
through the acquiring of minority stakes at a consideration of US$4.5
million, and in May 2006, further increased such stake to 75% by the
issuance of 68.5 million new PYI shares at HK$2.45 per share. This
has not only enhanced PY!'s share of benefits in Yangkou Port but
also simplified the financing structure of the project development
company. Issue of the consideration shares to the vendor would also
align its interests in the future of Yangkou Port with those of PYI.

Nantong Port

It is pleasing to have secured the opportunity to invest in the Nantong
Port Group, where PYI is to inject cash of about RMB435 million in
return for a 45% interest. Nantong Port Group is principally engaged
in providing cargo loading and off-loading, storage, shipping-agency,
cargo-agency duties, ship anchoring, ship repairing, port machinery,
shipping logistics and ship-piloting services. Initial injection of HK$150
million was completed in late December 2005 and the balance of
the investment is expected to be completed in the first half of this
fiscal year.

Tapping into the experience, skill base and business networks of
Nantong Port Group, this investment will give PYI the vital dry and
liquid bulk cargo handling capabilities to complement our Yangkou
operations.

Paul Y. Engineering Group

Paul Y. Engineering Group Limited, a subsidiary of PYi, offers
management contracting, project management and facilities
management services. The construction of Yangkou Port is being
managed by Paul Y. Engineering, which has acquired six decades
of experience in the provision of construction and engineering
services in Hong Kong, Mainland China and overseas.
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® Investments in the ports and logistics sector in
China is in line with the National Transport Policy for
the building of new capacity to meet growing demands."

Paul Y. Engineering performed well with 26% growth and

~ achieved a net profit of HK$101 million for the year on

turnover of HK$3,110 million.

The management contracting division is the main contributor
of profit while the project management and facility
management divisions are taking shape.

During the year, new construction contracts amounting to
HK$4,195 million were secured. As at the year end, the
value of contracts on hand was HK$10,058 million while
the value of work remaining to be completed increased by
33% to HK$6,003 million.

Celebrating its 60th anniversary in 2006, Paul Y. Engineering
continues to expand its business reach in Hong Kong,
Mainland China and overseas, while moving up the value
chain to offer value-added design, construction and
management solutions to improve the quality and recurring
nature of contract margins.

Disposal of Paul Y. Centre

Paul Y. Centre was disposed to a joint venture, in which
Paul Y. Engineering holds a 25% interest, at a value of
HK$780 million with a profit of HK$147 million. PYI has
provided a vendor financing in the amount of HK$117 million
to the purchaser for a period of 3 years. Being the major
tenant of the building, this investment provides Paul Y.
Engineering with a natural hedge against escalation of its
OWnN QCCupancy Costs.

Treasury investment

Total value of the Group's investment securities amounted
to approximately HK$162 million (2005: HK$173 million) as
at 31 March 2006, equivalent to about 3% (2005: 2%) of the
total assets of the Group. Portfolio of high-yield loan
receivables amounted to approximately HK$616 million
(2005: HK$672 million) as at 31 March 2006, equivalent to
about 10% (2005: 9%) of the total assets of the Group.
During the year, about HK$80 million (2005: HK$8 million)
of the Group's operating profit was contributed from the
business of treasury investment.

FYI@ PYI Corporation Limited | Annual Report 2006
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Major Subsequent Event
Divestment in China Strategic

PYI finally completed the disposal of a 15.4% interest in China Strategic
Holdings Limited for HK$26 million of cash. The remaining 62 million
consolidated China Strategic shares are now held as short term
investment.

Special Dividend

On 8 May 2006, the Board declared a special dividend to PYl
shareholders by way of distribution of the value derived from the
reorganisation of China Strategic. Based on the election of the PYI
shareholders, HK$8.9 million in cash plus 4.98 million Hanny shares
and HK$276.7 million Hanny bonds were distributed to the PYI
shareholders. Such special dividend amounted to a fair value of
HK$325 million. The Group still holds undistributed Hanny bonds with
a face value of about HK$36.8 million as an investment.

Hubei Minsheng LPG

To further pursue liquid bulk terminal opportunities and enhance its
capabilities in this business sector, on 12 May 2006 the Group entered
into an asset acquisition agreement to acquire assets related to a
liquid bulk logistics business in Wuhan, PRC, including LPG storage
facilities, terminal and jetty, filling stations and equipment. The
consideration to be paid by the Group for the acquisition was RMB470
million, comprising RMB350 million in cash and RMB120 million in
convertible note issued by PYI at a conversion price of HK$4.25 per
share.

The LPG terminal in Wuhan not only provides PYI with a new operating
skill base, but also an initial foothold in Central China.

Material Acquisition and Disposal

Details of the Group's acquisition of a 45% equity interest in Nantong
Port Group and disposal of Paul Y. Centre were set out in the
paragraphs under the section of "Review of Operations” above.
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» "Our terminals in Nantong and Wuhan not only
provide PYI with a new operating skill base, but also a
strong foothold in the Yangtze Delta and Central China."

Outlook

China's GDP grew 10.3% year-on-year in the first 3 months
of 2006, as the economies of most developed countries
also achieved solid growth rates for the same period.

Although crude-oil prices rose substantially during the past
twelve months, the world's major economies, including
China, appeared to have absorbed this shock reasonably
well, with inflation remaining under control.

In the latest edition of its biannual World Economic Outlook,
published this April, the International Monetary Fund (IMF)
revised its growth estimates for 2006 to 4.9% from the 4.3
% forecast in September 2005. Its global growth estimate
for 2007 is 4.7%, up from the earlier forecast of 4.4%. The
IMF expects China's GDP to grow by 9.5% in 2006, following
the previous year's 9.9% achieved expansion rate.

While global economic conditions are likely to remain
steady for the foreseeable future, the IMF cautioned that
a high and volatile crude-oil price might affect global
expansion more strongly in the months ahead than has
been the case in recent years.

Nonetheless, we believe that the rapid and continuing
growth of China's economy will continue to create a
favourable environment for our ports and logistics business
on the Mainland.

China’s Eleventh Five-Year Plan targets an average GDP
annual growth rate of 7.5% for the national economy from
2006 to 2010. This latest Five-Year Plan also prioritizes
accelerated development of the country's eastern region
to stimulate overall expansion of the national economy.

In addition, it encourages further development of inland
ports along the Yangtze River for the handling of coal, crude
oil, mineral ore and containerized cargo, as well as calling
for comprehensive and coordinated development of
seaports along the country's coastal regions.

FYI@) PY! Corporation Limited | Annual Report 2006
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With investment in and development, operation and management
of bulk cargo ports along the Yangtze being the main thrust of the
Group's business and strategic focus, our Yangtze Strategy isin line
with that the national development plan.

We are currently developing an integrated trans-shipment network
along the Yangtze River to serve that vast hinterland stretching from
Eastern to Central China and well beyond, conforming to the central
government's Eleventh Five-Year Plan. We believe that the clear
policy statement made by the PRC government in relation to the
development of inland ports along the Yangtze will present us with
significant opportunities for implementation of our Yangtze Strategy.

PY! intends to accelerate our port investment along this great river,
which flows a total distance of 6,300 kilometres and is China's
paramount inland waterway. it constitutes a vital passage for logistics
movements into and out of the country's interior region. It is also
our strategy to further strengthen our dry and liquid bulk cargo
handling capabilities, to enhance our critical mass and to maximize
potential synergies.

Barring any unforeseen circumstances, | am confident that PYl is
poised to face the challenges ahead and deliver the results of our
Yangtze Strategy as planned. Lastly, | would like to take this opportunity
to thank our Chairman for his great leadership, our board members
for their precious guidance, our business partners and shareholders
for their kind support and my colleagues in Hong Kong and the
Mainland for their dedication and contributions to the success of
PYI.

Yours faithfully,

Tom Lau

Deputy Chairman & Managing Director

Hong Kong, 7 July 2006
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Review of Financial Performance and Positions

For the year ended 31 March 2006, the Group recorded a
consolidated turnover of approximately HK$3,540 million
(2005: 3,588 million) which is close to that of the last
corresponding year.

The Group's gross profit rose encouragingly by 58% to
some HK$355 million (2005: HK$225 million), representing
a gross margin of approximately 10% of the consolidated
turnover. With the remarkable contribution of profits from
the operations and tight cost control, the Group attained
a profit before tax of approximately HK$399 million (2005:
HK$497 million).

Profit
The Group's profit before taxation comprised:

() net gain of approximately HK$138 million in construction
and other contracting activities attributable to Paul v,
Engineering (2005: HK$107 million);

(i) net gain of approximately HK$12 million in property
investment (2005: HK$23 million);

(i) net gain of approximately HK$80 million in treasury
investment (2005: HK$8 million);

(iv) interest income of approximately HK$26 million (2005
HK$52 million);

(v) increase in fair value of derivative financial instruments
regarding options to acquire 15% equity interest in
subsidiaries engaged in the development of Yangkou
Port of approximately HK$41 million (2005: Nil);

(vi) discount on acquisition of additional interest in
subsidiaries engaged in the development of Yangkou
Port of approximatety HK$9 million (2005: Nil);

{vijincrease in fair value of Pau! Y. Centre of approximately
HK$85 million (2005: Nil);

(viiinet gain on disposal of subsidiaries holding Paul Y.
Centre and other non-core assets of approximately
HK$61 million (2005: HK$68 million);

(i) net corporate expenses of approximately HK$46 million
(2005: HK$96 miltion);

(x) finance costs of approximately HK$17 million (2005
HK$6 million); and

{xi) net gain of approximately HK$10 million (2005: HK$341
million) from associates and jointly controlled entities.

ng) PYI Corporation Limited | Annual Report 2006
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Profit — continued

Net profit for the year attributable to the shareholders of the Company
was approximately HK$310 million (2005: HK$522 million) and basic
earnings per share was HK22.7 cents (2005: HK38.5 cents).

Return on equity was at 12.1% (2005: 16.4%).

Financial Position

When compared with the Group's financial position as at last year
end, total assets decreased by about 16% to some HK$5,982 million
(2005: HK$7,110 million) and net current assets decreased by about
38% to some HK$1,284 million (2005: HK$2,075 million), mainly due

to the payment of a special cash dividend totalling approximately )

HK$957 million during the year. Consequently, current assets
decreased from 2.1 times to 1.7 times of current liabilities. After
accounting for the net profit of approximately HK$310 million net
of dividends paid of approximately HK$998 million, equity attributable
to shareholders of the Company decreased by 19% to some HK$2,571
million (2005: HK$3,179 million), representing HK$1.86 per share as
at 31 March 2006 (2005: HK$2.32 per share).

Net cash inflow from operations was about HK$23 million, and outflow
in respect of investing and financing activities was about HK$606
million, resulting in a net decrease in available cash and cash
equivalents of about HK$583 million. Again such decrease was due
to the special dividend paid.

The total shareholder return for the year ended 31 March 2006,
which is the increase in share price of the Company plus dividends
paid during the year, was approximately 37% (2005: 278%).

Liquidity and Capital Resources

The Group continues to adopt a prudent funding and treasury policy
with regard to its overall business operations. A variety of credit
facilities are maintained to meet its working capital requirements.
The loans of the Group bear interest at market rates and are with
terms of repayment ranging from one year to five years.

As at 31 March 2006, the Group’s total borrowings amounted to
approximately HK$688 million (2005: HK$831 million) with HK$523
million (2005: HK$290 million) repayable within one year and HK$165
million (2005: HK$541 million) repayable after one year. Out of the
Group's total borrowings of approximately HK$688 million as at 31
March 2006, about HK$292 million was non-recourse to the Group
(excluding the Paul Y. Engineering Group).

| Rl |

R 7 B B R A 4R B 4 H1 492 310,000,000/8 7T
(ZTEFEH - 522,000,00087T) - BREXEA
FlE22. 7B (ZSEREF - 38.5/ 1) -

B2 512.1% (ZBTHF : 16.4%) °

BB

MAEEY F—FEAREZHEMRAL - AR
|7 EERD T #16%E415,982,000,000/E7T
(—ZEZTR%E :7,110,000,0007T) * MABE
FEREER A T #138%ZE 41,284,000,0008 7L(=
TETHE  2,075,000,0007T) TEREEX
R RIE 28BS £49957,000,000 7T » At -
EEAEMAERRDaEZ2 BRI ELTRE -
£ B 4 5 #9310,000,0005% 7T (305 B IR 24
998,000,000 70 )14 + AR B R FE 1S 2 R ZEAL
H19%ZE#2,571,000,0008 L (ZFFRF !
3,179,000,000% %) RZEERFZA=+—
BAaSIR186ET(—EERE - §AR2.328TT)

g s e > 1 4 AT R4 523,000,000 7T
FIEALERREFTHZRERBHOA
606,000,000/ 7T - UM RELSEHE FH
H A #9583,000,00058 7T o 3R R E T 455
BB .

REZ-—ZETAE-A=+—BRLEFEZRRAD
% (AATBRERERNZERNFRIKM 28K
BYhA3T% (ZETHF : 278%) °

RPEEREFRE

AEEBEEREEREBEERATHZASRY
Bk BESERBEARMRZEEAE K
EEyERETSARNE  BRRA—ERF

R-BEAE-A=+—0 REEERLED
688,000,000/ TT(—BZ R4 : 831,000,000%
5E) - HE523,000,0008T(Z2FRF
200,000,000 T)ER—ERNEE &
165,000,000 T(—FZERF : 541,000,000
ET)VER—EREE ARER-_TTRE=A=
+—H 4t 4688,000,000B T2 EEED - B
292,000,000/ T AEE(TRIFREZEEM)IL
EBRIE -

nng) REE@ARAT | 2006 F 8

17




18

rinancial keview

Liquidity and Capital Resources - continued

Cash balances at 31 March 2006 amounted to approximately
HK$785 million (2005: HK$1,255 million) of which
approximately HK$119 million has been pledged to banks
to secure general credit facilities granted to the Group
(2005: Nil). At the year end, the Group maintained a net
cash position (being cash balances less bank borrowings)
of HK$313 million. )

As at 31 March 2006, HK$404 million (2005 HK$765 million)
of the Group’s borrowings bore interest at floating rates
and were denominated in Hong Kong dollars, HK$142 million
(2005: Nil) of the Group's borrowings bore interest at floating
rates and were denominated in Renminbi and HK$142
million (2005: HK$66 million) of the Group's borrowings
bore interest at a fixed rate and were denominated in
Renminbi. The Group's gearing ratio was 0.27 (2005: 0.26)
which is calculated based on the total borrowings of HK$688
million (2005: HK$831 million) and the Group's shareholders’
funds of HK$2,571 million (2005: HK$3,179 million).

Contingent Liabilities

As at 31 March 2006, the Group has contingent liabilities
in respect of (a) outstanding performance bonds on
construction contracts of Paul Y. Engineering's subsidiaries
of approximately HK$361 million (2005: HK$310 million) of
which approximately HK$283 million was non-recourse to
the Group (excluding the Paul Y. Engineering Group) and
(b) guarantee given to a bank for banking facilities given
to an associate of Paul Y. Engineering of approximately
HK$9 million (2005: Nil) which was non-recourse to the
Group (excluding the Paul Y. Engineering Group).

The Group has provided rental guarantee (“Rental
Guarantee”) in favor of the purchaser of Paul Y. Centre.
Under the Rental Guarantee, the Group has guaranteed
that the net rental for each of the three years commencing
from 20 January 2006 (“Guaranteed Period”) would not be
less than HK$48 million. The Group is entitled to receive
30% of any excess of the net annual rental of the
Guaranteed Period received over HK$48 million. In the
opinion of the directors, the fair value of the liabilities in
refation to the Rental Guarantee arrangement is insignificant
as at 31 March 2006.
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Pledge of Assets

As at 31 March 2006, certain of the Group’s properties, bank deposits
and investment held for trading with an aggregate value of
approximately HK$319 million (2005: HK$753 million) and the issued
shares of certain subsidiaries of the Company and its benefits under
certain construction contracts, have been pledged to banks and
financial institutions to secure general credit facilities granted to the
Group. Approximately HK$76 million of the pledged assets as at 31 March
2006 were pledged to secure credit facilities which were non-recourse
to the Group (excluding the Paul Y. Engineering Group).

Commitments

As at 31 March 2006, the Group has expenditure contracted but not
provided for in the consolidated financial statements in respect of
acquisition of certain property, plant and equipment and project under
development in the amount of approximately HK$92 million (2005:
HK$91 million), all of the amount was committed by the Group
(excluding the Paul Y. - Engineering Group).
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Master Plan el @lZKmZSFEQE

Industrial & logistics park
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Y The development of Yangkou
Port, festuring @ deep-water
seaport with an immense
harbour-front industrial and
logistics park, is in line with the
economic development of e
Yangize River Delta.
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Yangkou Port #00% &

Yangkou Port is a natural harbour in
Eastern China, which is ideally

situated to become a major
trans-shipment hub for dry and liquid bulk
cargo catering to the Yangtze River region.
FOBD—PERBXABD > HEBNEE
o ARAPEEENEY PEEN - umé
DRI KRE RAEEARER 2ER

PYI owns and operates Yangkou Port, which covers a 42km’
development land bank, a man-made island linked by the 13km
Yellow Sea Crossing and 9 berths in the deep draft zone.

The development forms an integral part of the Jiangsu transport
development plans. First phase of the development comprising
an initial land bank of 10kn"’, the Yellow Sea Crossing and a general
cargo berth is scheduled to be completed before the end of 2008.
The master planning of the harbour-front industrial and logistics
park caters to the petrochemical industry.

In May 2006, the Group signed a collaboration agreement with
PetroChina to conduct preliminary engineering works relating to
the development of an LNG import facility on the man-made island
at Yangkou Port.
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Local authorities have been supportive to the Yangkou Port
development. Ambitious plans are mapped out to build a
comprehensive road-rail-water transport network to support the
project. The Yangkou Port development has also attracted an
increasing number of domestic and multinational corporations to
explore development opportunities in the bulk cargo berths as well
as the industrial and logistics park. Land sale is scheduled to
commence in the fourth guarter of 2006 according to our plan.
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Nantong Port Group & &
Major Y@INEZE Delta
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2005 Throughput Distribution it B2 ff

Iron ore & Non-metal mineral SR RFEBEA

Construction materials 28 #%

Containers 2538

Foodstuff & others B&RHit

»» Nantong Port Group, the
largest port enterprise at
Nantong Port, provides PYI
with the operational
expertise and skill base.
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FIRHEEERREMRE -



26

Luolilcoo UEVEIVJITICTIL

Nantong Port is a major
trans-shipment hub port on

the Yangtze River for dry bulk
cargo. The newly commissioned
iron ore berth renders the highest
throughput capacity on the Yangtze.
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-Being the first major bulk cargo port along the Yangtze River

Delta, Nantong Port houses the second largest distribution
centre for bulk cargo down-stream. It is also the largest hub
port for iron ore trans-shipment.

Nantong Port Group is the core port enterprise at Nantong Port,
accounting for nearly 50% of its total throughput. The main
cargoes handled by Nantong Port Group are iron ore, minerals,
cement, steel, coal, fertilizers, grains and edible oil.

At present, Nantong Port Group owns a total of four major
terminals which together operate 26 productive berths in total,
including two berths for vessels of 100,000 tonnage, six berths
for vessels of 50,000 tonnage and ten berths for vessels of
10,000 tonnage.
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Nantong Port Group recorded another year of solid growth in 2005
with cargo throughput increasing 18% year-on-year to approximately
39 million tons. With a view to strengthening its operational capabilities,
Nantong Port Group has also taken the initiatives to upgrade its
management and operational systems.
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Minsheng LPG Terminal REAERRH




Wuihen LPG Market RESE(EERATE
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Hubel Minsheng LPG, the
largest LPG terming) and
storage facilities in Central
China.
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Ninsheng LPG Terminal REA A TET b

with a well-developed

logistics distribution network,
Hubei Minsheng is well-placed to
serve the household, industrial and
automotive sectors in

Central China.
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Hubei Minsheng is poised to boost its leadership position in the St RAEBABAERERERNBIIA
infrastructure and logistics facilities for LPG, oil and liquid bulk R BERAREIZWSEGHA -

chemicals market in Central China. It owns and operates the CHEELEBERNRARIHBRIEE

largest LPG terminal and storage facilities, as well as a mature MEEE - U RTENDREE ‘

logistics network in the region. ‘
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With the opening of domestic wholesale business of oil products Wik - BARENAERR - ERRER
T . o BB R AR - WIRABRANRIEAH

to multinational corporations by the end of 2006, Hubel Minsheng STEEMEE o

also plans to expand the existing LPG terminal and storage by

adding a petroleum terminal and storage facilities as well as those

for chemicals.
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Prospects of LPG have been greatly enhanced by the lifting of
domestic petroleum price. Conversion from petroleum to LPG as an
efficient and clean alternative fuel for automotive consumption
becomes highly viable. PYI will focus on éxpanding the gas station
network with a view to increasing consumption and the ultimate
capacity on the storage facilities.
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»® Paul Y. Engineering brings
together a spirit of
partnership, teamwork and
professionalism that will
ensure its clients continue
to reap the maximum
reward.
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Paul Y. Engineering {& =& i 2

Paul Y. Engineering
has played a major
role in shaping Hong
Kong's skyline and world-
class infrastructure. it
draws on six decades of rich
business experience and looks
to the future with a
determination to reach new
heights.
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Established in 1946, Paul Y. Engineering Group Limited (0577.HK)
is an international engineering services group, with three core
businesses: management contracting, project management
and facilities management. The Group, which is governed by
a highly independent board, serves a broad and distinguished
client base in Hong Kong, the Mainland and overseas. It was
independently listed on the Hong Kong Stock Exchange in early
2005.

Paul'Y. Engineering adds value to its clients through an integrated
network of engineering and management solutions. Its
comprehensive management contracting services cover a wide
range of projects, including commercial and residential
properties, public housing and institutional facilities, highways
and bridges, railways and tunnels, port works, water and sewage
treatment works.
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It possesses in-depth expertise in project management, founded on
a long and successful track record in handling complex construction
projects. Paul Y. Engineering's facilities management team consists
of multi-disciplined professionals, with exemplary experience in
assisting its clients to extract the maximum return from the entire
life cycle of their physical assets.

The diversity of its expertise has underwritten much of its success,
with high levels of client satisfaction resulting in recurring business
and many valuable referrals. Paul Y. Engineering is well positioned
to take full advantage of all opportunities in the years ahead.
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Vir Lau Ko Yuen, Tom

mEELE

Dr Chow Ming Kuen, Joseph 0BE, Jp

Chairman, Independent Non-Executive Director

Dr Chow Ming Kuen, Joseph 0BE, Je aged 65, is the Chairman of the
Company. Dr Chow was appointed as an independent non-executive
director of the Company in September 2004. He is also the Chairman
of the Company's Remuneration Committee, Nomination Committee
and Compliance Committee, a member of the Company's Audit
Committee and an independent non-executive director of two
subsidiaries of the Company. Dr Chow is a civil and structural engineer
by profession. He is the Chairman of the Hong Kong Construction
Workers Registration Authority, a member of Chinese People's Political
Consultative Conference of Shanghai and an Hon. Senior
Superintendent of the Hong Kong Auxiliary Police Force. Dr Chow
previously served as President of the Hong Kong Institution of
Engineers, Chairman of Hong Kong Engineers' Registration Board,
Hong Kong Examinations and Assessment Authority, Pamela Youde
Nethersole Eastern Hospital as well as the Hong Kong Country Club.
He is currently Chairman of joseph Chow & Partners Ltd., a firm of
independent civil and structural consulting engineers and an
independent non-executive director of Wheelock Propertigs Limited
(0049.HK),Chevalier International Holdings Limited (0025.HK) and Build
King Holdings Limited (0240.HK).

Mir Lau Ko Yuen, Tom
Deputy Chairman and Managing Director

Mr Lau Ko Yuen, Tom, aged 55, is the Deputy Chairman and Managing
Director of the Company. He is also a member of the Company's
Remuneration Committee, Nomination Committee and Share
Repurchase Committee, and a director of various subsidiaries of the
Group. Mr Lau has over 33 years' experience in international corporate
management as well as merger and acquisitions. He joined the Group
in 1991 and has been responsible for the Group's corporate strategy,
development and performance. Mr Lau is also the non-executive
Deputy Chairman of Paul Y. Engineering Group Limited (0577.HK) and
an independent non-executive director of China National Building
Material Company Limited (3323.HK).
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Mir Chan Shu Kin
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Vir Kwok Shiu Keung, Ernest i

Dr Chan Kwok Keung, Charles
Non-Executive Director

Dr Chan Kwok Keung, Charles, aged 51, is a non-executive director of the
Company. Dr Chan holds an Honorary degree of Doctor of Laws and a Bachelor's
degree in Civil Engineering and has over 26 years' international corporate
management experience in the construction and property sectors as well as
in strategic investments, He joined the Group in 1987 and was Chairman of the
Company until July 2005. Dr Chan is the Chairman of ITC Corporation Limited
(0372.HK) and Hanny Holdings Limited (0275.HK). Dr Chan is the sole director
of Chinaview International Limited and Galaxyway Investments Limited which
are substantial shareholders of the Company.

Mir Kwok Shiu Keung, Ernest
Independent Non-Executive Director

Mr Kwok Shiu Keung, Ernest, aged 70, joined the Company as an independent
non-executive director in 1993. He is a member of the Company's Audit Committee,
Remuneration Committee, Nomination Committee and Compliance Committee.
Mr Kwok is a practising solicitor, a chartered civil engineer and a practising
arbitrator. He was for more than 28 Yyears a registered structural engineer and
an authorized person (List iy under the Hong Kong Buildings Ordinance. Mr Kwok
is @ member of the institution of Civil Engineers, United Kingdom, a fellow member
of the Chartered Institute of Arbitrators, United Kingdom and a fellow member
of the Hong Kong Institute of Arbitrators.

Nir Chan Shu Kin
Independent Non-Executive Director

Mr Chan Shu Kin, aged 51, was appointed as an independent non-executive
director of the Company in September 2004. He is the Chairman of the Company's
Audit Committee and Share Repurchase Committee and a member of the
Company's Compliance Committee. Mr Chan has over 29 years' experience in
auditing, accounting and financial management services. He graduated from The
Hong Kong Polytechnic University and is both a fellow member of the Association
of Chartered Certified Accountants and the Hong Kong Institute of Certified Public
Accountants as well as an associate member of the Institute of Chartered
Accountants in England and Wales. Mr Chan is a partner of Messrs Ting Ho Kwan
& Chan, Certified Public Accountants, He is currently an independent non-
executive director of wing Shing International Holdings Limited (0850.HK).

Dr Chan Kwok Keung, Charles
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Hong Kong &7

ivis Yang Yan

Senior Investment Director

PY! Corporation Limited

Ms Yang Yan, aged 38, joined the Group in 2003. She is responsible
for originating and monitoring performance of the Group's investment
in Mainland China including the Yangkou Port project. She also holds
directorship in certain PY! subsidiaries. Ms Yang has accumulated
many years of experience in corporate development and general
administration. She holds a Bachelor's degree in Business
Administration.

Nir wong Yiu Hung

Group Financial controller

PYI Corporation Limited

Mrwong Yiu Hung, aged 41, joined the Group in 2004 He is responsible
for all financial management and accounting matters of the Group.
He is also the Qualified Accountant of the Company and holds
directorship in various PYl subsidiaries. Mr wong has over 19 years'
experience in auditing, accounting and financial management in both
international accounting firms and listed companies. He holds a
Bachelor's degree in Chinese Law from Peking University and is a
member of the Hong Kong Institute of Certified Public Accountants,
a fellow member of the Chartered Association of Certified Accountants
and a certified public accountant in HoNg Kong.

Mis Wong Lai Kin, Elsa

Group Corporate Counsel and Company Secretary

PYI Corporation Limited

Ms wong Lai Kin, Elsa, aged 40, joined the Group in 1995. She is
responsible for all legal, regulatory and compliance and company
secretarial matters of the Group. She also holds directorship in various
PY| subsidiaries. Mswong is a qualified solicitor in Hong Kong, England
and Wales. She has over 17 years' experience in the legal profession
and had been the corporate counsel and company secretary of
several listed companies in the past. Ms Wong holds a Master’s
degree in Law from The University of Hong Kong and a Master's
degree in Corporate Finance from The Hong Kong polytechnic
University.
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Nantong &l

My Yuan Xin An

Chairman

Jiangsu YangKou Port Development and Investment Co., Ltd.
Jiangsu Yangtong Investment and Development Co., Ltd.
Jiangsu Wanhua Real Estate Development Co., Ltd.

Mr Yuan Xin An, aged 50, joined the Group in 2004. As Chairman of the Yangkou
Port subsidiaries, Mr Yuan oversees the overall planning and development of
the Yangkou Port project and the functioning of these respective subsidiaries’
board. He is the Vice Director of the Committee of Jiangsu Yangkou Port Economic
Development Zone and the Director of its Economic Development Department.
An economist, Mr Yuan graduated from Jiangsu Broadcasting and TV University.
In recognition of his contributions to the community, the governments of Jiangsu
Province, Nantong City and Rudong County have heaped honours on him,
including those of "Provincial Model Worker", "City Model worker" and
“Rudong Advanced Worker".

Mr Wei Wen Kui

Director and General Manager
Jiangsu YangKou Port Development and investment Co., Ltd.
Jiangsu Yangtong Investment and Development Co., Ltd.

Mr Wei Wen Kui, aged 40, joined the Group in 2006. He is responsible for the
operations and development of the Yangkou Port subsidiaries. Mr Wei has
extensive experience in the design and development of petrochemical storage
facilities, and management of large-scale petroleum and chemicals logistics
facilities for national and mutti-national corporations in China. In conjunction
with the relevant authorities at the national and local levels, he has performed
extensive research on China's oil storage and logistics sector, particularly in the
regions of Bohai Bay, the Yangtze Delta and the Pearl Delta. Mr Wei holds a
Bachelor's degree from the China University of Petroleum, majoring in petroleum
and chemical processing.

Mr Sun Jian Quan

Deputy General Manager
Jiangsu YangKou Port Development and Investment Co., Ltd.

Mr Sun Jian Quan, aged 36, joined the Group in 2004. He is responsible for the
business development and administration of the Yangkou Port subsidiaries. Mr
Sun has more than 13 years of experience in administration, having worked for
the Rudong county government. He has participated in the development of
Yangkou Port project for more than 4 years. Mr Sun graduated from Nanjing
Normal University with a Bachelor's degree in Science.

vir Liu Dong

Financial Controller
Jiangsu YangKou Port Development and Investment Co. Ltd.

Mr Liu Dong, aged 34, joined the Group in 2006. He is responsible for the financial
management and accounting matters of the Yangkou Port subsidiaries. Mr. Liu
has more than 12 years of experience in accounting management. He had worked
for a national petrochemical group prior to joining the Group, responsible for
the financial aspects of a number of petrochemical development projects in
hoth China and overseas. After graduating from Jiangsu University, Mr Liu obtained
his MBA from Peking University in 2002.
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Nantong &5

Mr Wang Wei Guo

Director and General Manager
Nantong Port Group Limited

Mr Wang Wei Guo, aged 43, joined the Nantong Port Group in 1989.
He is responsible for the overall operations and business development
of the Nantong Port Group. Mr Wang has extensive experience in the
development, management and operation of port business. He worked
for the Ministry of Communications from 1982 to 1989. He then held
various senior positions at Nantong Port Authority, including the
deputy head of its commerce department, the executive officer in
charge of its cargo-forwarding centre and the deputy commissioner,
and was the General Manager and Chairman of Nantong Port (Group)
Co., Ltd. A senior economist, Mr wang graduated from Nanjing College
of Communications and Hehai University. He is also a representative
of the Tenth Session of the People's Congress of Jiangsu Province.

Mir Wang Bao Guo

Director and General Manager
Jiangsu Wanhua Real Estate Development Co., Ltd.

MrWang Bao Guo, aged 55, joined the Group in 2004. He is responsible
for the overall operations of the Yangkou Port property development
subsidiary. Mr Wang has over 22 years of experience in finance,
medicine, investment and financial advisory. He graduated from Shanxi
University of Finance and Economics with a Bachelor's degree in
Finance.

Mr Zhu Yong Ming
Financial Controller
Group Representative Office in Nantong

Mr Zhu Yong Ming, aged 35, joined the Group in 2005. He is responsible
for monitoring the financial functions of the Group's projects in the
PRC and oversees the financial management and accounting matters
of the Nantong Port Group. He is also a director of a PYI subsidiary
in the PRC. Mr Zhu possesses over 11 years' experience in investment
and financial management, corporate finance as well as operation
management. Prior to joining the Group, he was the financial controller
and investment manager of a number of multinational corporations.
He holds an MBA degree from Thunderbird University in the United
States and is a PRC Certified Accountant and a member of International
Certified Internal Auditor.
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Mr Hu Xiao Chun

Investment Director

PY1 Corporation Limited

Mr Hu Xiao Chun, aged 41, joined the Group in 2005. He is responsible for
originating and monitoring performance of the Group's investment in Mainland
China. He is also a director of Hubei Minsheng LPG Ltd. Mr Hu has accumulated
more than 16 years' experience in large-scale infrastructure projects and in
privatisation of state-owned enterprises in China. After graduating from China
Pharmaceutical University, he worked in multinational corporations for more
than 10 years before joining the Group.

Mr Xiong Jian Jie

Director

Hubei Minsheng LPG Ltd.

Mr Xiong lian Jie, aged 45, joined the Group in 2006. He is responsible for the
business development of Hubei Minsheng LPG Ltd. He has extensive management
experience in river and ocean transport and in logistics for energy commodities,
and has been general manager of several large scale state-owned shipping and
LPG corporations. Mr Xiong graduated from Wuhan University of Technology.

Mir Zhang Ren Ze
Deputy General Manager

Hubei Minsheng LPG Ltd.

Mr Zhang Ren Ze, aged 45, joined the Group in 2006. He is responsible for the
marketing activities of Hubei Minsheng LPG Ltd. He has extensive experience
in project development and operations of Sino foreign LPG corporations. He had
also worked for the Foreign Investment Department and Wuhan municipal
government for many years. Mr Zhang holds a Master's degree from Wuhan
University.
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Corporate Governance Practices

Corporate governance is a continuous process which calls for
dedicated efforts and timely response to evolving changes and
developments in regulations and practices. Setting it as a priority, PYI
is committed to developing and upholding a high standard of corporate
governance practices and business ethics appropriate to its growth,
in the firm belief that they are essential for maintaining and promoting
investors’ confidence and maximizing shareholder value.

PYI has applied the principles and complied with most of the applicable
code provisions of the Code on Corporate Governance Practices (the
“Code") as set out in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the "Listing
Rules”) for the year ended 31 March 2006, save for the code provisions
on internal controfs which are to be implemented for accounting
periods commencing on or after 1 July 2005 and an exception explained
in the following relevant paragraph.

Set out below are the corporate governance principles and practices
adopted by the Group:

Directors’ Securities Transactions

PY! has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the
Listing Rules as its own code for dealing in the securities of PYI by the
directors and relevant employees of the Group.

According to the specific enquiry made by PYI, all directors of PY1 have
confirmed their compliance with the required standard set out in the
Model Code throughout the year under review.

Board of Directors
Role

The Board’s primary role is to protect and enhance long-term
shareholder value. It assumes the responsibility of providing effective
and responsible leadership and control of the Company, and directing
and supervising the Company's affairs in pursuit of the Group’s strategic
objectives.

I‘-VIC) PYI Corporation Limited | Annual Report 2006

RERER

tEELRE—EFENRR  BERMNTHOSES
3t BLSTHR B R0 A 0 M R A 2RI I TR I
ME - REWKCEEARIEERN - BORERMRE
I EHERSHSIEELEERRANERE
& BFERE  CEEERRBMBELEEED
AR BAILBRFEROR A °

=
op

BE-_ZTAE-A=+-HUEFE RE-HR
BESBAZSHERARZESF LHRAI(T TR
%DW&+@¢mﬁ¥am%ﬁﬁWU7WDZk
ELDE R RS MR EE 2 ST RS R =
AE+A—ARZEMBZ ST HRER - ﬁ*ﬁ
REEE AR TG -

AEEMFEANCEEARNMERBINWT

EEMNEHELH
RECLRA TR TP EMARESE
TEER HRES A ([BETA)) ERAKEE
EMBMRBEEBEREIZSFRMBET 2T -

BERENABRSH  2EREESHEIAEAT
E-EREFRETANER AREFE -

BEER

AE
BEERNTIZACRABRRMEABRRZRER
o BERBAGKTHMRAREENRY REER
DEZ BT FARSEAREBALRZEBHESR
BRI A ERE -




Management Functions

The Board, led by the Chairman, approves and monitors group-wide
strategies and policies, evaluates the performance of the Group and
supervises the management. Further, the Board oversees specific areas
affecting the interests of all shareholders including financial reporting
and control, equity fund raising, recommendation or declaration of
dividend or other distributions, notifiable transactions under the Listing
Rules and capital reorganisation or other significant changes in the
capital structure of the Group.

The management, on the other hand, is responsible for the
management and administrative functions and the day-to-day
operations of the Group under the leadership of the Managing Director.

Composition

PYI has an independently governed Board comprising a majority of
independent non-executive directors as follows:
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Dr Chow Ming Kuen, Joseph
FEAREE L

Mr Lau Ko Yuen, Tom
BlSRESE

Dr Chan Kwok Keung, Charles
PRElSE IE L

Mr Kwok Shiu Keung, Ernest
eyt

Mr Chan Shu Kin

PRistER S A

Biographical details of the above directors are set out on pages 36
and 37 of this annual report. The majority composition of independent
non-executive directors (including one who has appropriate
professional qualifications, or accounting or related financial
management expertise, as required by the Listing Rules) ensures that
the Board's actions account for the interests of all shareholders and
that all issues are considered in a balanced and objective manner.

Independence of INEDs

Each of the three independent non-executive directors has confirmed
in writing his independence from the Company in accordance with
the guidelines for assessing independence set out in rule 3.13 of the
Listing Rules. The Company is of the view that all independent non-
executive directors meet these guidelines and are independent in
accordance with the terms of these guidelines.

Chairman (Independent Non-Executive Director)
TE B IENITESR)

Deputy Chairman and Managing Director
BlEERESHEE

Non-Executive Director

HEHITES

Independent Non-Executive Director
BMIERITESE

Independent Non-Executive Director
BMIERITES
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Meetings and Individual Attendances

The Board meets regularly at least four times a year, and directors
receive at least 14 days’ prior written notice of such meetings. For
other Board meetings, directors are given as much notice as is
reasonable and practicable in the circumstances. All members of the
Board are given full and timely access to relevant information and
may seek independent professional advice at the Company’s expense,
if necessary, in accordance with pre-approved procedures.

The Company Secretary assists the Chairman in setting the agenda of
Board meetings. Minutes of Board meetings are kept by the Company
Secretary and distributed to each director within a reasonable period.

Each Board member may submit proposals for inclusion on the agenda
for consideration during meetings. Procedures are in place for all
directors to have access to the advice and services of the Company
Secretary.

The Company convened eight Board meetings during the year ended

31 March 2006. The attendance record of each member of the Board
(including former directors who retired during the year) is set out below:

Board Meetings #E5 &%

BERERHERS
EEREGFELEHRITNAGHE  NEESER
SEDURFIKEZZEARNEEBL - ERNHM
E2REH - EAEAUTNERT - HMAE&ERH
SEEM - 2REFRAE T2 HE R HESHARA
R BELERTIRRERR  SRBTEEE
R BRABAARRXM -

NENEBB TR CEETRERRE  EFHE
R RI R AR ERFAULESBAFBADBEGE
BUEE-

BUEERKB TN SHYMERSHAR  HEER
SREREIANZE - ERFREERFAQ
EHRERMELIRS) -

BE_TTRFZA=+—RLLEE  ADFEHZ
RTNREZREH - WTREZHENE (BIFE
AERRENFEES) OHFERLH

&8 3 RN
Dr Chow Ming Kuen, Joseph'! 8/8
JEIRAREIE L
Mr Lau Ko Yuen, Tom?2 8/8
Blm Rt
Dr Chan Kwok Keung, Charles? 7/8
BREdoR 3
Mr Kwok Shiu Keung, Ernest 5/8
og st
Mr Chan Shu Kin 8/8
PRI ER SE A
Mr Chan Fut yan* 3/3
PRip R e
Ms Chau Mei Wah, Rosanna* 2/3
BEEZ L
Mr Cheung Hon Kit* 2/3
RIEGE S A
Mr Cheung Ting Kau, Vincent* 1/3
IS
Notes: BisE -
1. Dr Chow Ming Kuen, Joseph was appointed Chairman on 22 July 2005. 1. AREEIR-_ZETAF+A-+-RAREGBERE -
2. MrLau Ko Yuen, Tom was appointed Managing Director on 22 July 2005. 2. BBRAAR-ETERFLA-tT_BEIGAESRE
3. Dr Chan Kwok Keung, Charles was re-designated as a non-executive director 2
on 22 July 2005. 3 BREEEIR-_FTRFLA-+-_BHEEAENTE
4. Messrs Chan Fut Yan, Cheung Hon Kit and Cheung Ting Kau, Vincent and Ms Eeo

Chau Mei Wah, Rosanna retired from the Board on 8 September 2005.
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Appointment and Re-election of Directors

Under code provision A.4.2 of the Code, every director, including those
appointed for a specific term, should be subject to retirement by
rotation at least once every three years.

The rotation of directors at the annual general meeting of PYi held on
8 September 2005 (“2005 PYI AGM”) was in accordance with PYI's
previous bye-laws which stipulated, inter alia, that one-third of the
directors for the time being (or, if their number is not a multiple of
three, the number nearest to but not greater than one-third) should
retire from office by rotation provided that notwithstanding anything
therein, the Chairman of the Board and/or the Managing Director of
the Company should not, whilst holding such office, be subject to
retirement by rotation or be taken into account in determining the
number of directors to retire in each year. This deviated from the
requirements of code provision A.4.2.

To fully comply with code provision A.4.2, relevant amendments to
PYI's bye-laws were proposed and approved by the shareholders at
the 2005 PY! AGM, pursuant to which every director of PYi is now
subject to retirement by rotation at least once every three years.

All directors appointed to fill a casual vacancy are subject to election
at the first general meeting of PY! subsequent to their appointment.

Others

There has not been any new director appointed to the Board during
the year. However, it is the Company’s policy that newly appointed
directors will meet with other fellow directors, and will receive a
comprehensive and tailored induction to ensure full awareness of
responsibilities under statute and common law, the Listing Rules and
other regulatory requirements and the business and governance
policies of the Group.

Important updates are provided to all directors when necessary to
ensure that they are fully aware of any changes in the business and
regulatory environment in places where the Group conducts its
business.

The Company has maintained appropriate directors’ and officers’
liability insurance which commensurates with the Group’s business
operations and assessed exposures.
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Chairman and Managing Director

The Chairman of PY! is Dr Chow Ming Kuen, Joseph and the Managing
Director is Mr Lau Ko Yuen, Tom. The roles of the Chairman and
Managing Director are distinct and separate, clearly established and
set out in writing.

The Chairman is responsible for overseeing the functioning of the
Board, while the Managing Director takes the lead in formulating
operational strategies and policies, as well as managing the Group's
day-to-day operations.

Non-executive Directors

Pursuant to the amended bye-laws of the Company, every director is
subject to election and to retirement by rotation at least once every
three years. Non-executive directors are subject to the aforesaid
retirement requirements and are appointed for a specific term of not
more than three years.

Remuneration of Directors
Role and Function

The Remuneration Committee, established by the Board on 1 April
2005, is principally responsible for reviewing the remuneration policy
of the Company, making recommendations to the Board on the policy
and structure for all remuneration of directors and senior management
and on the establishment of formal and transparent procedures for
developing a policy on such remuneration. The committee also
determines the specific remuneration packages of all executive
directors and senior management, including benefits in kind, pension
rights and compensation payments, including any compensation
payable for loss or termination of their office or appointment, and
makes recommendations to the Board of the remuneration of non-
executive directors.

Written terms of reference, which clearly defined the role, authority
and function of the Remuneration Committee, were adopted for the
Remuneration Committee.

Composition

Members of the Remuneration Committee are Messrs Chow Ming
Kuen, Joseph (also Chairman of the committee); Lau Ko Yuen, Tom and
Kwok Shiu Keung, Ernest. With the exception of Mr Lau Ko Yuen, Tom,
mempbers of the committee are independent non-executive directors.
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TRRETHRE
REZRABAAES L  MEFLCEIAAZS
RAE > THEREFRELNACEEVRRES -
B RELABEFE -

ITREIERERESRIIERENET EHLKE
HAEH RS BRI AIRAREREEND 58
fELREFEIER -

FHITES
RIERDACETNAA - GREFHAS V=
FRABER « FMTE BT BRI
T MAEEZETERTEER=E -

EEHH

e R
HESRR-_FERFMA-BRINFMES
g IERARFEARDANGTMEE - UHRHAE
ERHSREEENTNER AR  URANT
REMERE - RE—MERMABBENRLS -
MEZRIELEBEER - REERBERTHEH
TEFNEREEENLRHM  2FEFS8F
o EAGENRBESE (REaREARRIEH
BESRETREAOTARHES)  XAEERES
FRITERNOTMH -

MMZ EEIRMNEMBIESRE - BRATTH
MZEan AL - BRRBE -

A

FHEZRENKERERRELE (B8R
&) - BIRRAERBIMEE - RBIBFELESN -
ZESHRBIRBUIFRITES -




Meetings and Individual Attendances

The Remuneration Committee convened three meetings during the
year ended 31 March 2006. The attendance record of each member of
the committee is set out below:

Remuneration Committee Meetings HMZE S a s

BB R R
REEZREXFZA=1+-AILFE HMES
SEMT=RE® - BEEESRBNE By
SR

AEned
BETMEA b SRR
DrChow Ming Kuen, Joseph e
JERREE £
Mr Lau Ko Yuen, Tom 3/3
ESIES e
Mr Kwok Shiu Keung, Ernest 3/3
ekt
Remuneration Policy BB v

The emoluments of directors are determined with reference to factors
including salaries paid by comparable companies, time commitment,
duties and responsibilities and employment conditions elsewhere. A
performance-based element is considered instrumental in aligning the
interests of individuals with those of the Group and will be built into
top-management compensation.

Summary of Work Performed

The Remuneration Committee held three meetings during the year for
the following purposes:

()  approvingthe commissioning of a market survey on current salary
levels in order to assist the committee to conduct a review on
existing remuneration packages of the Group'’s executives and
Senior management;

(i)  considering and recommending the amount of directors’ fees
for shareholders' approval at the 2005 PYI AGM;

(i) reviewing and approving the remuneration packages of the
Group’s executives (including the Managing Director) and senior
management; and

{iv) considering and approving an award of year end bonuses
comprising cash and shares (pursuant to the Group's newly
adopted share award scheme) to the Group's executives
{including the Managing Director) and senior management.
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Nomination Of Directors
Role and Function

The Nomination Committee, established by the Board on 8 November
2005, is principally responsible for leading the process for Board
appointments and for identifying and nominating for the approval of
the Board candidates for appointment to the Board. It assesses the
independence of independent non-executive directors and makes
recommendations to the Board on relevant matters relating to the
appointment or re-appointment of directors and succession planning
for directors, in particular the Chairman and Managing Director.

Written terms of reference, which clearly defined the role, authority
and function of the Nomination Committee, were adopted for the
Nomination Committee.

composition

Members of the Nomination Committee are Messrs Chow Ming Kuen,
Joseph (also Chairman of the committee); Lau Ko Yuen, Tom (with Dr
Chan Kwok Keung, Charles as his alternate) and Kwok Shiu Kwok, Ernest
(with Mr Chan Shu Kin as his alternate). With the exception of Mr Lau
Ko Yuen, Tom (and his alternate), members of the committee are
independent non-executive directors.

Nomination Procedures, Process and Criteria

The Nomination Committee reviews the structure, size and composition
(including the skills, knowledge and experience) of the Board on a
regular basis and makes recommendations to the Board regarding
any proposed changes. It will identify individuals suitably qualified to
become Board members, and nominate and recommend such
individuals to the Board for directorships.

summary of Work Performed

The Nomination Committee held a meeting during the period to (i)
consider and recommend the appointment of an additional
independent non-executive director to the Group’s major PRC
subsidiaries; (ii) consider the suitability (in terms of skills, knowledge,
experience and independence) of an identified candidate for
appointment as an independent non-executive director to the Board.
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iVieetings and Individual Attendances

The Nomination Committee convened one meeting during the year
ended 31 March 2006. The attendance record of each member of the
committee is set out below:

Nomination Committee Meetings IREZ 8 g8

B R 5 R R
REZ-ZENE-A=+-HLFE REZEER
SLRH KRGS - SREE N EMHIFERF
SR

Dr Chow Ming Kuen, Joseph
FERREE

Mr Lau Ko Yuen, Tom
gEREAE

Mr Chan Shu Kin'
PRI ER SR A

Note:
1. Mr Chan Shu Kin attended this meeting as alternate to Mr Kwok Shiu Keung,
Ernest.

Auditors’ Remuneration

Deloitte Touche Tohmatsu has been re-appointed as the Company’s
external auditors at the 2005 PYI AGM until the conclusion of the next
annual general meeting.

For the year ended 31 March 2006, the remuneration paid or payable
to Deloitte Touche Tohmatsu is set out as follows:

Audit services
HEAR TS
Non-audit services
FEAZBUARTE
Taxation advisory
g
Special engagements
BEEE

1/1
n

11

i3t
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Fee Paid/Payable (HK:

BT/ ETERR

867

1416

Total
&t

6,197

Pl RERBERLT | 200K

49




=V MVEALL DVVGTHIATNILE TV L

Audit Committee
Role and Function

The Audit Committee, established by the Board on 11 December 1998,
is responsible for the appointment of external auditors, review of the
Group's financial information and oversight of the Group's reporting
system and internal control procedures. It is also responsible for
reviewing the interim and final results of the Group prior to
recommending them to the Board for approval. It meets regularly to
review financial reporting and internal control matters, and to this end
it has unrestricted access to both the Company’s external and internal
auditors.

The Company has adopted written terms of reference for the Audit
Committee, which clearly defined the role, authority and function of
the Audit Committee.

Composition

During the year, the members of the Audit Committee (including a
retired director) were Messrs Chow Ming Kuen, Joseph; Kwok Shiu
Keung, Erest; Chan Shu Kin and Cheung Ting Kau, Vincent, all of whom
were independent non-executive directors. Mr Cheung, who retired
from the Board on 8 September 2005, ceased to be a member of the
Audit Committee on the same day.

The Audit Committee is chaired by Mr Chan Shu Kin, a qualified
accountant with extensive experience in financial reporting and
controls as required by the Listing Rules.

ivieetings and Individual Attendances

During the year ended 31 March 2006, the Audit Committee held three
meetings. The attendance record of each member of the committee is
set out below:

Audit Committee Meetings EXES2 8%

BRZEEE
AE R

HEFRR-ANNEFE+ZA+—BRINEZE
BE RERTINESEEA  BHEEMBERRE
EERESREENARETRF  FRTagE
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FRE - P RBILIERTES RAEETKRS
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BEEgKE -

EREECHMREBREERIIR  MA—R4E
1BEED - USRS A EFTRAI

P
HANEEKE o

BT R
BE_TTXFZA=+—0LFE  BHEEE
BIOITZREH - TESEEKENHETHIY
W

ZEGRE

ommit-tee

Mr Chan Shu Kin

BRAGIER St

Dr Chow Ming Kuen, Joseph
JEIRRREIE L+

Mr Kwok Shiu Keung, Ernest
B

Mr Cheung Ting Kau, vincent

ST EF AT
Note:

1. Mr Cheung Ting Kau, Vincent ceased to be a member of the Audit Committee
on 8 September 2005.
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Summary of Work Performed

The Audit Committee reviewed the following matters during the
meetings held:

() unaudited interim consolidated financial statements and audited
annual consolidated financial statements of the Company;,

{i)  the terms of engagement and remuneration of external auditors;
(i) connected transactions of the Group; and

{iv} the internal control, financial contro! and risk management
system of the Group.

Directors’ Responsibility for the Consolidated Financial
Statements

The directors acknowledge their responsibility for preparing the
consolidated financial statements of the Group and of ensuring that
the preparation of the consolidated financial statements of the Group
is in accordance with the statutory requirements and applicable
Standards.

The statement of the auditors of the Company concerning their
reporting responsibilities on the consolidated financial statements of
the Group is set out in the Auditors’ Report on pages 72 and 73 of this
annual report.

Compliance Committee
Role and Function

The Compliance Committee, established by the Board on 8 November
2005, is principally responsible for overseeing the Company's
compliance with the legal and regulatory requirements of its business
operations, as well as compliance with its code of conduct and/or
business ethics, policies and prevailing corporate governance practices
and standards.

Wwritten terms of reference, which clearly defined the role, authority
and function of the Compliance Committee, were adopted for the
Compliance Committee.

composition

The Compliance Committee comprises three independent non-
executive directors, namely Messrs Chow Ming Kuen, loseph (also
Chairman of the committee); Kwok Shiu Kwok, Ermnest and Chan Shu
Kin, and Ms Wong Lai Kin, Elsa, the Group Corporate Counsel and
Company Secretary.

Meetings

NO meeting of the Compliance Committee was held during the year
ended 31 March 2006.
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share Repurchase Committee
Role and Function

The Share Repurchase Committee, set up by the Board on 8 November
2005, is established for the purpose of exercising the general mandate
granted by shareholders to the Board to repurchase shares of PYlin
accordance with the Listing Rules, PYI's bye-laws and the applicable
laws of Bermuda.

Ccomposition

Members of the Share Repurchase Committee are Messrs Chan Shu
Kin (also Chairman of the committee, with Dr Chow Ming Kuen, Joseph
as his alternate) and Lau Ko Yuen, Tom.

Meetings

There has not been any repurchase of shares made by PYI since the
establishment of the Share Repurchase Committee. No meeting of the
Repurchase Committee was held during the year.

Share Interests of Senior Management

Senior management (whose biographies are set out on pages 381041
of this annual report) are subject to the Model Code with respect to
the notification and reporting requirements to the Company for dealings
in PYI's securities and the prohibitions to deal. Save for (i) an aggregate
of 24,486,000 outstanding share options granted to the senior
management pursuant to the share option scheme adopted by the
Company on 27 August 2002; and i) an aggregate of 456,000 shares
awarded and to be vested on 1 August 2006 to the senior management
pursuant to the share award scheme adopted by the Company on 23
February 2006, senior management did not have any interests in PYI's
securities as at 31 March 2006. Senior management have all confirmed,
following specific enquiry by the Company, that throughout the year
ended 31 March 2006 they complied with the standard set out in the
Mode! Code.

shareholders’ Rights

The Board endeavours to uphold a transparent communication with
all shareholders for their making an informed decision regarding their
investments and the exercise of their rights as shareholders, including
voting their shares. PY| establishes and maintains different
communication channels with its shareholders through the publication
of annual and interim reports, press announcements as well as news
releases to provide extensive information on the Group's activities,
business strategies and developments. Such information are also
available on the Company’s website: www.pyicorp.com.
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PYI regards its shareholders’ meetings as valuable forum for
shareholders to raise comments and exchange views with the Board.
All directors and senior management make an effort to present the
shareholders’ meetings to address queries from shareholders. To
enable the meetings to be conducted in a transparent manner, the
resolutions put forward at two recent shareholders’ meetings had been
conducted by way of poll. Poll results had also been published and
posted on the website of the Company and of The Stock Exchange of
Hong Kong Limited.

Investor Relations

The Group’s senior management maintains close communications with
investors, analysts, fund managers and the media by various channels,
including roadshows, individual interviews, media briefings and news
releases. The Group also responds to requests for information and
queries from the general public.

Our Board welcomes the views of shareholders on matters affecting
the Group and encourages them to attend shareholders’ meetings to
communicate directly any concerns they might have to our directors.

Corporate Governance - A Continuing Process

Corporate governance is a continuing process, which the PY! board of
directors reviews systematically on an ongoing basis. PY! will continue
to be managed in a manner attuned to the times, consistent with all
relevant rules and regulatlons and in accordance with the Group’s
mission.

By Order of the Board

Elsa Wong
company Secretary

Hong Kong, 7 July 2006
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The Board is committed to enhancing value for our shareholders
through sustainable growth. This section serves to provide information
relating to our shareholders.

Final Dividend

The Board has resolved to recommend the payment of a final dividend
of HK1.5 cents per share in cash with a scrip option for the year ended
31 March 2006 (2005: HK1.5 cents per share in scrip with a cash option)
to shareholders whose names appear on PYI's register of members
as at the close of business on 15 September 2006. The final dividend is
subject to the approval of PYI shareholders in the 2006 Annual General
Meeting to be held on 8 September 2006, and is expected to be paid
to shareholders by post on or around 13 October 2006.

The final dividend will be paid in cash, with PYI shareholders being
offered an opportunity to re-invest in PYI by receiving PYI shares in
lieu of cash in respect of part or all of such dividend. The market value
of the shares to be issued under the scrip dividend proposal will be
fixed by reference to the average of the closing prices of PY! shares
for the three consecutive trading days ending 15 September 2006 less
a discount of five per cent. of such average price or the par value of
shares, whichever is the higher. The proposed scrip dividend is
conditional upon The Stock Exchange of Hong Kong Limited granting
listing of, and permission to deal in, the new shares to be issued.

Closure of the Register of Members

The register of members of PY! will be closed during the period from
13 September 2006 to 15 September 2006, both dates inclusive, during
which period no transfer of share(s) of PY1 will be effected. in order to
qualify for the final dividend, all transfer of share(s), accompanied by
the relevant share certificate(s) with the completed transfer form(s)
with overleaf or separately, must be lodged with PYI's share registrars
in Hong Kong, Secretaries Limited at 26/F, Tesbury Centre, 28 Queen’s
Road East, Wanchai, Hong Kong, for registration not later than 4:00
p.m. on 12 September 2006.
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Shareholders iy

Shareholdings as recorded in the PYI register of members as RE-BEREZA=+—ALSIREREZMS
at 31 March 2006 HiEEE
Stze ef NoXof % @ Noe.ef  %af

shersiheldings gerdelders — sherchelkers Shagesasharel
BRHE (EERER A 5B &R
SiRE BREEEE TRl REpEE [EF74:
500 or below KA T 271 55.88% 48,409 0.00%
501 - 1000 37 7.63% 28,808 0.00%
1,001 - 10,000 109 22.47% 367,228 0.03%
10,001 - 100,000 54 11.13% 1,583,280 0.12%
Above 100,000 LA 14 2.89% 1,376,772,185 99.85%
Total a5t 485 100% 1,378,799,910 100.00%
Top ten shareholdings according to the PYI register of RBR _BEANEZ A=+ —AREREZMET
members as at 31 March 2006 H+AMREERE
Ne. @ff % @ff
Neme ef siarehelders sheres S{ia el
EBHHMmE
fREIAGE RBpEE (B
T HKSCC Nominees Limited i R 4£H (HIZA) R AT
Brokers #&47 402,291,630 29.18%
Custodians F£& % 598,075,169 43.37%
Investors & & 1,055,576 0.08%
Others Hh 1,800,437 - 0.13%
1,003,222,812 72.76%
2 Hollyfield Group Limited 370,206,059 26.85%
3 HSBC Nominees (Hong Kong) Limited 956,293 0.07%
4 Tai Fook Nominees Company Limited A& 5K A7) " 565,930 0.04%
5-10 Various individual shareholders holding less than 500,000 shares each
% BB L H500,0008% 82 15 2 (EA R 1,376,416 0.10%
Total &=t 1,376,327,510 99.82%
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PY| and our Shareholders

shareholders - continued PR — 48
Top five shareholders according to disclosure of interest under RoBEAE=AS+—B  REES RPERG
the Securities and Futures Ordinance as at 31 arch 2006 EEHETZHARRE

- o, @f

Neme 6f e

BREE '

1 Hollyfield Group Limited 399,859,768 29.00%
2 The Children’s Investment Master Fund 121,000,000 8.78%
3 Aeneas Capital Management LP 119,355,009 8.66%
4  Gandhara Advisors Asia Ltd. 96,425,039 6.99%
5 0z Management, L.L.C. 95,848,377 6.95%
Total 4=t 832,488,193 60.38%

Financial Calendar % B8
2005 special cash dividend announced

EH2005EHRIREME 17/06/2005
2005 annual results and final dividends announced

BMH2005F 2 FEE RARHRRE 22/07/2005
2005 special cash dividend payable

SE2005FEHBIIRERR 29/07/2005
2005 PYI AGM

2005FRERFBEFAE 08/0%9/2005
2005 final dividend payable

320054 R HARR B 14/10/2005
2006 interim resuits and interim dividend announced

2006 E IR K P EIRLE 13/12/2005
2006 interim dividend payable

S B 2006 5 1 HARR B, 13/02/2006
2006 annual results and final dividends announced

TH2006FE 2 FEE RS 07/07/2006
2006 PYI AGM

2006 RERRBFAE 08/09/2006
2006 final dividend payable

& Z%20064F R EAAR B around 13/10/200681 1%
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Share Information BREER

Share Listing By b
PYi shares were first listed on The Stock Exchange of Hong Kong Limited RERPR—ANSENA -+ — B E AR E S
on 21 September 1993. ARBHER AT
Stock Code B34 42 38
Hong Kong Stock Exchange 498 ERAZ BT 498
Reuters 0498 .HK PRIE 0498.HK
Bloomberg 498 HK wis 498 HK
American Depository Receipt ‘ PYIFY EHETEES PYIFY
Frankfurt Stock Exchange PYW EEERBRR PYW
Board Lot 2,000 shares BB (@EF) 2,0008%
Securities in Issue c2RITES
Shares Vi %)
As at 31 March 2006 1,378,799,910 shares RZZEXRF=A=+—8 1,378,799,9108%
As at date of this report 1,464,579,910 shares RAFHR 2 B 1,464,579,9108%
Outstanding Share Options* BIARTTIERE AR 1
As at 31 March 2006 89,486,000 options R-ZEERF=A=+—8 89,486,0001%
As at date of this report 72,206,000 options RAFHRZ B 72,206,000(%
*Full details can be found in the Directors’ Report at pages 61 and 62 of this report. Y HRBLMAFERECROCAZEERREE -
Shere .
BE
HK$
BT
4.0
35
3.0 Share price (Cum div)
RE ER)
Share price (Ex div)
RIE (BRE)
2.5
2.0
15
1.0
Lo Lo [Tg] 9] u [ie Ln L0 w el ~0 ol
[en} (e Q o o (@] Q < (] [en] < (&3
(@] [} o (&) (@) Q Q o (&) (@) (] (&)
o o o o N (V) N o~ o~ o~ ™ N
3 8 & 3 8 & 2 - & 5 & 3
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Market Capitalisation
Total Market Capitalisation

As at 31 March 2006
As at date of this report

Public Float Capitalisation*

AS at 31 March 2006
As at date of this report

HK$3,723 million
HK$4,211 million

HK$2,611 million
HK$3,023 million

* Public excludes all connected persons (including substantial shareholders and

directors) of PYI

P{IC) PY! Corporation Limited | Annual Report 2006
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The directors have pleasure in presenting their annual report and the
audited consolidated financial statements for the year ended 31 March
2006.

Principal Activities
The Company is an investment holding company;

The activities of its principal subsidiaries, associates and jointly
controlled entities as at 31 March 2006 are set out in note 53 to the
consolidated financial statements,

Results and Appropriations

The results of the Group and appropriations of the Company for the
year ended 31 March 2006 are set out in the consolidated income
Statement on page 74 of the annual report and in the accompanying
notes to the consolidated financial statements,

An interim dividend of HK1.5 cents per share amounting to
HK$20,513,000 was paid to the shareholders during the year. In addition,
the directors resolved the payment of a special cash dividend of HK70
cents per share to shareholders whose names appeared on the register
of member on 8 July 2005, amounting to a total sum of approximately
HK$957,177,000. The directors further recommended for sharehoiders’
approval the payment of a final dividend of HK1.5 cents per share in
cash with a scrip option to shareholders whose names appear on the
register of members on 15 September 2006, amounting to a total sum
of approximately HK$21,969,000. Details of the dividends are set out
in note 15 to the consolidated financial Statements.

Major Customers and Suppliers

For the year ended 31 March 2006, the five largest customers and the
single largest customer of the Group accounted for approximately 63%
and 23% of the turnover of the Group, respectively. The aggregate
purchases attributable to the five largest suppliers of the Group during
the year were less than 30% of the purchases of the Group.

As far as the directors are aware, none of the directors, their associates,
within the meaning of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”), or those
shareholders which to the knowledge of the directors own more than
5% of the Company's share capital, have an interest in any of the five
largest customers of the Group for the year ended 31 March 2006,
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Directors’ Report

Liquidity and Capiﬁtau Resources

The Group currently maintains a variety of credit facilities to meet its
working capital requirements. As at 31 March 2006, the Group's total
borrowings amounted to approximately HK$688,222,000 with
approximately HK$523,597,000 repayable within one year,
approximately HK$164,625,000 repayable more than one year. Cash,
bank balances and depoSits as at 31 March 2006 amounted to
approximately HK$784,660,000. The Group's current ratio was 1.7 and
the net cash to equity ratio was 0.1 as at 31 March 2006.

Property, Plant and Equipment

During the year, the Group spent approximately HK$14,580,000 on
property, plant and equipment to expand and upgrade its operating
capacity.

Details of these and other movements in the property, plant and
equipment of the Group during the year are set out in note 17 to the
consolidated financial statements.

Investment Properties

The investment properties of the Group were disposed of during the
year ended 31 March 2006.

Details of these and other movements in the investment properties of
the Group during the year are set out in note 18 to the consolidated
financial statements.

share Capital

Details of movements in the issued share capital of the Company during
the year are set out in note 40 t0 the consolidated financial statements.
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share Incentive Schemes

RE 3 S2 E HE

1. Share Option Scheme 1. B
Particulars of the Company’s share option scheme adopted on HERAATN-_ET_ENATERERAZ
27 August 2002 (the “Share Option Scheme”) are set out in note AR (EERLEET B Z HERNG A M
41 to the consolidated financial statements. TERRMITA -
Details of the share options granted under the Share Option BRI AARE TES FITE
Scheme to certain directors/former directors of the Company AR AR R 2 EAE BEIM T RE
to subscribe for shares in the Company are as follows: %

Exercise  Outstanding Granted  Exercised tapsed  Qutstanding

Name of director/ price per asat during during during asat
former director* Dateofgrant  Exercisable period share 142005 the year the year the year 31.3.2006
gk 1.4.2005 RER RER RER 31.3.2006
B /Mgt k| (il s R il 1 xR DERHN
HKS
e
Chow Ming Kuen, Joseph 28.12.2004 28.12.2004 - 26,08.2012 124 650,000 - - - 650,000
A 28.12.2004 28.12.2004 - 26.08.2012 150 650,000 - - - 650,000
Lau Ko Yuen, Tom 28.12.2004 28.12.2004 - 26.08.2012 124 6,500,000 - - - 6,500,000
2SR 28.12.2004 28.12.2004 - 26.08.2012 150 6,500,000 - - - 6,500,000
Kwok Shiu Keung, Ernest 28.12.2004 28.12.2004 - 26.08.2012 124 650,000 - - - 650,000
I 28.12.2004 28.12.2004 - 26.08.2012 150 650,000 - - - 650,000
Chan Shu Kin 28.12.2004 28.12.2004 - 26.08.2012 1.24 650,000 - - - 650,000
BHIE 28.12.2004 28.12.2004 - 26.08.2012 1.50 650,000 - - - 650,000
Chan Fut Yan* 28.12.2004 28.12.2004 - 26082012 124 6,500,000 - - - 6,500,000
BHE 28.12.2004 28.12.2004 - 26.08.2012 150 6,500,000 - - - 6,500,000
Chau Mgl Wah, Rosanna* 28.12.2004 28.12.2004 - 26.08.2012 1.24 6,500,000 - - - 6,500,000
g 28.12.2004 78.12.2004 - 26.08.2012 150 6,500,000 - - - 6,500,000
Cheung Ting Kau, Vincent* 28.12.2004 28.12.2004 - 26.08.2012 1.24 650,000 ~ - - 650,600
FER 28.12.2004 28.12.2004 - 26.08.2012 150 650,000 - - - 650,000
44,200,000 - - - 44200000
The exercise prices of HK$1.24 and HK$1.50 set out above were b ERER1 2435 T R S0 T 2 TR B AR

HEN-EEAF-ATHBERTZRREAIR
& FERHLERSERIEZ B THTER -

the reduced exercise prices of the subject options duly approved
by shareholders in a special general meeting held on 14 February
2006.

RSB - bA L IRBERES BIRT AR

As at the date of this report, the above share options granted IEFREESY MRTEBRESRAH

under the Share Option Scheme to certain existing directors of
the Company in respect of a total of 15,600,000 underlying shares
of the Company remain outstanding, representing 1.07% of the
issued share capital of the Company (i.e. 1,464,579,910 shares)
on that date.

15,600,00088 2 22 BIAERERLE - (AR EINZ
B 2R TREA (BN1,464,579,9 10 A7)
#31.07% °
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61



LUIrcLiors Report

Share Incentive Schemes - continued R E 8 -5

62

1. Share Option Scheme - continued 1. BRE#E-5

Details of share options granted to employees of the Group in
Hong Kong and Mainland during the year were as follows:

FRETAEMZ BB RTEARES BB
BT

Grant date % 1A 41 622006 232006

Exercise price (Hk$) 1BE (AL 1780 2.500 3.000 2.325 2.500 3.000 3500
Option period (Year) B8 FR2 A W4 () 1 2 3 0.87 187 287 387
Exercise period 174 622006~ 622007-  622008- 622009~ 2432006~ 622007~  622008-  62.2009-

5.2.2007 5.2.2008 5.2.2009 522010

Number of options granted to employees in:

5.2.2007 522008 5.2.2009 522010

Eﬁu‘ﬂﬁ%ﬁ%&’%@%ﬁﬁ% Tota,é\;ﬁ.
Hong Kong &% 3500000 3500000 3500000 3,500,000 - - - - 14,000,000
PRC 4825000 4825000 4825000 4,825,000 3000000 3000000 3000000 3000000 31,300,000

835000 8325000 8325000 8325000

3000000 3000000 3000000 3000000 45300000

During the year, an aggregate of 14,000 options in respect of
14,000 shares of the Company were exercised.

FA - FRI14,0008% &2 BRRH 2 14,0004 8%
ARES F1TMF -

2. New Share Award Scheme A 4 S R =)
This new scherme, adopted by the Company on 23 February 2006, REARRANZFEAF-A-+=AKGH>
allows the Company to make bonus payments to eligible persons MR SR 8 - RRFTREEBAL (215
(including employees, directors, consultant advisers and agents AREZEE - HE - HHER RRE) ALY
of the Group) by way of the Company's shares acquired by and FIBRE SURBEAEAL - SR 61— B
held through an independent trustee until fulfillment of conditions VEFRABARB B EEBBIEHER AL -
before vesting. ’
FRDREBEZFBO70LES BIT4 &
During the year, a total of 1,052,000 shares of the Company were 1.052,000A R 5] 2 i (B 151 F &I £ e 3
awarded to 70 employees (including 120,000 shares to Mr Lau T RACILZIS R 2120 000BA R F 2 1R
Ko Yuen, Tom, the Deputy Chairman and Managing Director) under 0) » SRR RER KRS
the scheme. These shares, subject to a vesting period until 1 BROAMNEE  BE-FEAF/\A— B8
August 2006, are being held by the trustee, BOCI-Prudential BHRILL -
Trustee Limited.
B = e g
3. New Share Financing Plan RIEADAR ZBTNE - ATMERAZ

This new plan, adopted by the Company on 14 February 2006,
allows eligible persons (including employees, directors, consultant
advisers and agents of the Group) to borrow funds from the
Company to acquire new or old PYI shares on a non-recourse
basis with the subject shares pledged to the Company as security
subject always to connected transaction and other relevant
provisions under the Listing Rules.

During the year, no financing to employees has been provided
by the Group under this plan.
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Distributable Reserves of the Company

The Company's reserves available for distribution to shareholders as
at 31 March 2006 comprised the accumulated profits of
HK$1,505,813,000 (2005: HK$290,182,000).

Directors

The directors of the Company during the year and up to the date of
this report were:

Executive directors

Lau Ko Yuen, Tom (Deputy Chairman & Managing Director)
Chan Fut Yan (retired on 8 September 2005)

Chau Mei Wah, Rosanna (retired on 8 September 2005)
Cheung Hon Kit (retired on 8 September 2005)

Non-executive directors

Chan Kwok Keung, Charles (re-designated as non-executive
director on 22 july 2005)
Cheung Ting Kau, Vincent (retired on 8 September 2005)

Independent non-executive directors

Chow Ming Kuen, Joseph (Chairman)
Kwok Shiu Keung, Ernest
Chan Shu Kin

In accordance with Clauses 87(1) and 87(2) of the Company’s bye-
laws, Dr Chan Kwok Keung, Charles and Mr Kwok Shiu Keung, Ernest
will retire by rotation and, both being eligible, stand for re-election at
the forthcoming annual general meeting.

Non-executive directors are subject to retirement by rotation
requirements under the Company’s bye-laws, and they are appointed
for a specific term of not more than three years.

Directors’ Service Contracts

None of the directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the Group which
is not determinable by the Group within one year without payment of
compensation, other than statutory compensation.

EERBRES

bEj

ARRZ OB TR S =~ 4%
M:;?T$ A=+—8" T#“ﬁ%%$2$
'Aﬂf;%{% BIERETEH1,505,813,0008 T (—EEF

4 1 290,182,000 7T) -
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Directors’ Report

Directors’ and Chief Executive’s Interests and
short Positions in Shares, Underlying Shares and
Debentures

As at 31 March 2006, the interests and short positions of the directors
and chief executive of the Company in the shares, underlying shares
and debentures of the Company or any associated corporation {within
the meaning of Part XV of the Securities and Futures Ordinance (“SFO")),
as recorded in the register of the Company required to be kept under
section 352 of the SFO or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Mode! Code for Securities Transactions by Directors of
Listed Companies {the “Model Code”) in the Listing Rules were as
follows:

Interests and short positions in the shares, underlying shares and
debentures of the Company:

(1) Shares of the Company

Name of director/

chief executive Capacity
B EE
TIRABHA g4

Chan Kwok Keung, Charles Interest of controlled

PRE & corporation’
FEHEEER
Beneficial owner
BRHEBA

Lau Ko Yuen, Tom Beneficiary of a trust

2ER eI

Note:

1. Dr Chan Kwok Keung, Charles was deemed to be interested in
399,859,768 shares in the Company by virtue of his shareholding in
Chinaview International Limited (“Chinaview"). Galaxyway Investments
Limited (“Galaxyway"), a wholly-owned subsidiary of Chinaview, owned
approximately 34.79% of the issued ordinary share capital of ITC
Corporation Limited (1TC") which in turn owned the entire issued share
capital of ITC Investment Holdings Limited (“ITC Investment"). Hollyfield
Group Limited ("Hollyfield”), a wholly-owned subsidiary of ITC Investment,
owned these shares.
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ell

(1) FpRAZiRH

Approximate
Long percentage
position/ Number of  of the then existing
short shares of the  issued share capital
position Company held of the Company
BARAER
BHEARRE] RAEDBITRE
35~ v=4 B’ EE BMeaate
Long position 399,859,768 29.00%
e
Long position 11,840,896 0.86%
e
Long position 120,000 0.009%
ey
B %E

1. EE&E4mRESChinaview International Limited
(TChinaview) ) 2 RRE T AR B 1 B AR A B1399,859,768R%
345 - ChinaviewZ 2 &} B 2 7)Galaxyway investments
Limited ([Galaxyway)) 5 et 2 S MAR AT (M8
Go3) BBATERIRARAA30.79% - MR REM IR
AITC Investment Holdings Limited (M1TC Investment)) &
EIEBFTARA - ITC Investment.z 2 & Hi B 2 FlHollyfield
Group Limited (THollyfield]) BIEA 2 F R




Directors’ and Chief Executive's Interests and EERTETBRAENES - BREH
short Positions in Shares, Underlying Shares and RS zRERRE -8

Debentures - continued (2) RBAEQRRY ZEHE

(2) oOptions to subscribe for shares of the Company

Number of Approximate
underlying percentage
Exercise shares of the then existing
price per  comprised in issued share capital
Name of director Date of grant  Exercisable period share the options of the Company
BRES R ERDEEE
B izl BAECDBITRE
EEME FE A FiEER _ 111E(E BIHER BHaDL
HK$
BT
Chow Ming Kuen, Joseph 28.12.2004 28.12.2004 - 26.08.2012 1.24 650,000 0.047%
[ERRAE 28.12.2004 28.12.2004 — 26.08.2012 1.50 650,000 0.047%
Lau Ko Yuen, Tom - 28.12.2004 28.12.2004 — 26.08.2012 1.24 6,500,000 0.471%
2ER 28.12.2004 28.12.2004 - 26.08.2012 1.50 6,500,000 0.471%
Kwok Shiu Keung, Ernest 28.12.2004 28.12.2004 - 26.08.2012 1.24 650,000 0.047%
o 28.12.2004 28.12.2004 - 26.08.2012 150 650,000 0.047%
Chan ShuKin 28.12.2004 28.12.2004 - 26.08.2012 1.24 650,000 0.047%
BRIBIE2 28.12.2004 28.12.2004 - 26.08.2012 1.50 650,000 0.047%

Save as disclosed above, as at 31 March 2006, none of the directors or B EXFREBREIN  RZTERFZA =+—8"

chief executive of the Company had any interest and short positions
in the shares, underlying shares and debentures of the Company or
any associated corporation (within the meaning of Part Xv of the SFO)
as recorded in the register of the Company required to be kept under
section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.

SHFRADTEBTRABBENRARRRAE
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% - RSB H A AL AFARIEES

RS I BIE352E FAEE 2 AR A B LM MR
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Directors’ Interests in Competing Businesses

Interests of directors of the Company in competing businesses at 31
March 2006 required to be disclosed pursuant to Rule 8.10 of the Listing
Rules were as follows:

Name of director Name of company
BEHE NCIEE

Chan Kwok Keung, China Strategic Holdings Limited

Charles ("China Strategic”) and its
PR 54 subsidiaries
TREEERADF
(5] REMBLF

Hanny Holdings Limited

Nature of competing business
BmEREIME

Property business in

Mainland China
PR E S

Property investment in

EENRBEB S

TR RRERRE EHRAIE 05 ARER
SR-FEREZA=+ BB FER B -

Nature of interest
Y

As the Chairman and
chief executive officer
of China Strategic*

RPEZEF - 1THeE

As the Chairman,

("Hanny") and its subsidiaries Hong Kong an executive director
#HEEEAR QT BB MERE and substantial
(M88) REMBAE shareholder of Hanny

* Dr Chan Kwok Keung, Charles resigned as a director of China Strategic on 16 June
2006.

The changes in details of the directors’ interests in competing
businesses previously disclosed in the annual report of the Company
for the year ended 31 March 2005 (the “Annual Report 2005") were set
out below:

During the year, Hanny ceased its business of property investment in
Mainland China as disclosed in the Annual Report 2005 but commenced
the business of property investment in Hong Kong instead.

Having considered the nature, size and scope of the above businesses,
the directors of the Company believe that there is unlikely to be any
realistic competition with the businesses of the Group.

Save as disclosed above, none of the directors of the Company is
interested in any business apart from the Group's businesses which
competes or is likely to compete, either dlrectly and indirectly, with
the businesses of the Group.
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Directors’ Interests in Contracts of Significance EEREESHADhHESRE

Save as disclosed under the section headed “Connected Transactions” BTIXIEERZ] —EREEEN  NARZES
below, no contracts of significance to which the Company or any of its ERARSAECAMBARRANFELEEBKFR
subsidiaries was a party and in which a director of the Company had a ARRE L BEEAHPHEERAEEZEREFE
material interest, whether directly or indirectly, subsisted at the end of KHERS ©
the year or at any time during the year.
Connected Transactions AEBMPENET TRBER S - BELTRBIE
During the year, the Group entered into the following connected TAAASIRATZER T T -
transactions, details of which are required to be set out pursuant to
rule 14A.45 of the Listing Rules as below:
Nature and
Description of Description of extent of
connected transaction Total connected
Transaction date  Parties to the transaction Connected person relationship & purpose consideration person's interest
REALHIE
X%AH RBER BEAL REBaNEL RARANZ SR BRE FgmEREE
HK$'000
Tan
19.1.2006 NEFRRHEURIE MRGRFHEYREE  Asubstantial shareholder of Acquisition of an addifional 15% 34920 Direct interest (100%)
EREA asvendor BRERAA certain sbsiciaries of the Company equily interest in two non-wholly BEHE (100%)
Glory Wel Limited ARAETHEBAR owned subsidiaries
as purchaser JIERR RERRERANBAR219%
PRERFHELRRA Uy
EREfFDAERES
ElEERAR
{ERER
27.1.2006 PYI Management Group Limited ~ ITC Management Awholly owned subsidiary of ITC, Disposal of motor vehicles, vehicle 3500 Indirect interest (100%)
as vendor Group Limited a substantial shareholder of the registration numbers and club R HE (100%)
ITC Management Group Limited Company; Dr Chan Kwok Keung, Charles — membership
3 purchaser {anon-executive director of the HERE ERRITERSE
PYI Management Group Limited Company) and certain former directors
{EREA of the Company including Mr Chan Fut Yan,
ITC Management Group Limited Ms Chau Mei Wah, Rosanna and
{ERER Mr Cheung Hon Kit are also directors of ITC.

AAATERRERLE2EANALR:
RESBL ALAZHTERIRET
AAINELOERBRAL  BRELLR
FRRRLBARRIER LR ES
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Interests and Short Positions of Substantial
Shareholders/Other Persons Recorded in the
Register Kept under Section 336 of the SFO

As at 31 March 2006, so far as is known to the directors and the chief
executive of the Company, the interests and short positions of the
substantial shareholders/other persons in the shares and underlying
shares of the Company as recorded in the register required to be kept
under section 336 of the SFO were as follows:

(1) Interests and short positions of substantial shareholders in the
shares and underlying shares of the Company:

Name of shareholder Capacity

RERES

Chan Kwok Keung, Charles
ek Bl 55

E45)

Interest of controlled
corporation’

RIEHEERER

Beneficial owner

5 NIRIRIE 5 B SR BIB33645 F AT
EzERMAZEIERSE KA

i

RZBERFZA=+—H BEARREERIE
TTRABRHM  THIEERRHMALTRARF
B 19 RARBARR 0 ch A RS AIRIRRE 7 T B
BIE3B6METAFEZ BEMAZ EERAE -

() EERFERRALDERRG MA@ Rk

=

BB A
Ng Yuen Lan, Macy Interest of spouse’
R [T el
Chinaview Interest of controlled
corporation’
YRR E
Galaxyway Interest of controlled
corporation’
ZYEEE R
ITC Interest of controlled
BREAE corporation’

Rizh EE L

Interest of controlled
corporation?
YA E R

ITC Investment

Beneficial owner’
BEHREAA

Hollyfield

Note:

1. Hollyfield, a wholly-owned subsidiary of ITC Investment, which was, in
turn, a wholly-owned subsidiary of ITC, owned 399,859,768 shares in
the Company. Galaxyway, a wholly-owned subsidiary of Chinaview,
owned 34.79% of the issued ordinary share capital of ITC. Dr Chan Kwok
Keung, Charles owned the entire issued share capital of Chinaview. [TC
Investment was deemed to be interested in the said 399,859,748 shares
in the Company held by Hollyfield. Ms Ng Yuen Lan, Macy, the spouse of
Dr Chan Kwok Keung, Charles, was deemed to be interested in the said
399,859,768 shares in the Company held by Hollyfield and 11,840,896
shares in the Company held directly by Dr Chan Kwok Keung, Charles.
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Approximate

Long percentage

position/ Number of  of the then existing

short shares of the  issued share capital

position Company held of the Company

ERRE) SR

BERRR WEDBITRA

FERE SE - 4E] Baaste

Long position 399,859,768 29.00%
HE

Long position 11,840,896 0.86%
TE

Long position 411,700,664 29.86%
S F=)

Long position 399,859,768 29.00%
HE

Long position 399,859,768 29.00%
HE

Long position 399,859,768 29.00%
HE

Long position 399,859,768 29.00%
A

Long position 399,859,768 29.00%
e

FzE -

1.

[TC Investmentz 2 & 18 2 "IHollyfield f# 5 399,859,768
REA AR - MITC Investment Al AR ¥ 2 28/
B 27 - Chinaviewz &M B A FlGalaxyway A
34.79%EHOEDBITLRMBA - RERIEIHES
Chinaview2 B2 B1THRZR  #RULITC InvestmentiF iR 1ER
_EitHollyfieldt B 2 399,859, 76888 A 2 B AR {7 ch B A 12
MoRERE LI rEBHEAM L LHEREN Lt
Hollyfield$ 4 2 399,859,763 A 2 RIAR {5 4 K PR B o ¢
THERH 211,800,896 AR A RN FIEE L o




Interests and Short Positions of Substantial FINIRIEE S R SEGIE3366%FIL
shareholders/Other Persons Recorded in the GEsREMNZTIERSE HitAL

Register Kept under Section 336 of the SFO - -
continued Q) Htp ATRAR TR RAGERY s R
2) Interests and short position of other persons in the shares and B

underlying shares of the Company:

Approximate
percentage
Number of  of the then existing
Long position/ shares of the  issued share capital
Name of person Capacity short position Company held of the Company
r /NI
BEARRAR] BAEDBITRA
e Egh) HESRE &R BHast
The Children’s Investment Investment manager’ Long position 121,000,000 8.78%
Fund Management BT e
(UK) LLP
The Children’s Investment Beneficial owner Long position 121,000,000 8.78%
Master Fund BEHFEBA e
Aeneas Capital Investment manager Long position 119,355,009 8.66%
Management LP WEKHE HE
0Z Management, L.L.C. Investment manager Long position 95,848,377 6.95%
HAERIR HE
Gandhara Advisors Asia Ltd. investment manager Long position 96,425,039 6.99%
a/c Gandhara Master RERRE 5=y
Fund Ltd.
Christian Emil Toggenburger Beneficial owner Long position 82,027,653 5.95%
EmrAA o
Deutsche Bank Beneficial owner Long position 24,582,145 1.78%
Aktiengesellschaft BEREAA oE
EEERT [nvestment manager Long position 2,000,000 0.15%
E g "HE
Security interest Long position 68,835,151 4.99%
B TE

Note: B EE -

1. The Children’s Investment Master Fund is accustomed or obliged to act 1. The Children’s Investment Master Fund— RISt 4 ZUE 5
in accordance with the directions or instructions of The Children’s The Children’s Investment Fund Management (UK) LLP.Z
Investment Fund Management (UK) LLP. Therefore, The Children’s $eRek$ES o L - The Children’s Investment Fund
Jnvestment Fund Management (UK) LLP is accordingly deemed to be Management (UK) LLP3§45 fEBEThe Children’s Investment
having the same interests in the shares as The Children’s Investment Master FundZ BRI DHES °

Master Fund.
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Interests and Short Positions of Substantial
Shareholders/Other Persons Recorded in the
Register Kept under Section 336 of the SFO -
continued

Save as disclosed above, as at 31 March 2006, the Company has not
been notified of any interest or short position in the shares and
underlying shares of the Company as recorded in the register of the
Company required to be kept under section 336 of the SFO.

Number of Employees and Remuneration
Policies

Including the directors of the Group, as at 31 March 2006, the Group
employed a total of approximately 1,294 full time employees (among
which 1,190 were employed by Paul Y. Engineering Group Limited)
(2005: 1,163). Remuneration packages comprised salary and year-end
bonuses based on individual merits. In appreciation of our employees’
continuing support and contribution, a bonus payment was made to
them during the year.

Further, to properly align employee's interests with those of the
Company’s shareholders and allow more flexibility in motivating
management through different incentive modes, the Company has
implemented three share-related incentive schemes as mentioned
above to promote employee’s loyalty during the year. An independent
consultant was engaged to advise the Board on award strategies in
order to provide incentive to the Company's executives and staff on a
timely basis, in particular to the Mainland staff whose regular
remuneration packages often do not adequately reflect their
contributions to the Group.

Retirement Benefit Schemes

Information on the Group’s retirement benefit schemes is set out in
notes 13(b) and 45 to the consolidated financial statements.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company's
bye-laws or the laws of Bermuda which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders, although
there are no restrictions against such rights under the laws of Bermuda.

Purchase, Sale and Redemption of Listed
Securities

During the year, the Company had repurchased a total of 10,520,000
ordinary shares on the Stock Exchange at an aggregate price of
approximately HK$14,478,000, representing an average price of
HK$1.38 paid for each share purchased. All of these shares were
cancelled upon repurchase.
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B EXFBEESN  R-FEARE=A=+—8 -
ARRAEABASH EA A LHE B AR
EHREGOIEBHETUFEL BEMARES |
T2 R RARRBRRIA 2 S AR '

BEHBRHFEHK

RZEERFZR=+—8 FEDEBHAHLY
1204828 EE (RIEEAEEESE) - 91,1908 |
REZEEDARANVES (ZETHE 1,163
&) - FMEE TIRBERIAS Y ST - X
B R RIEALFTAAR - BB RIMER Y — B
ROZHARER - FRNEHES L —S7E4T -

WS - BEEREE 2 BREAD A2 R 2 2SR5
—EC WEETEM RSN RS SRR E
A RAFE  ARFABBIT LMz =8k
18R 2 REET &) - LURFHERE 2 B - B
RERKRERBEAESRIBUER  MAALEZ
THAR KR SRS 8B - 0 H 8 A 57 B
FEREHCR LR S E B ERB 2 8T -

BRBEFIEE
AEBRAEFIE B2 BREIIRGA B R R M
FE13(0) K45 -

BRAEEERE

AR Z D AR BN B SR U E AR A S0
BREZHN - REARRDERSRLARREBRR
RS TEHAL M SOEAGI IR B UL B -

IHEHFZEERED

FA - ARSI FTAS $£4714,478 00035 TTH)
B GEERERDEEARD > 1,388 1 F19(8)
HBE& $£10,520,0008% EEAHD - MZSRHDHE
(oI5 2 BB -




Corporate Governance

The Company’s corporate governance principles and practices are set
out in the Corporate Governance Report on pages 42 t0 53 of this
report.

sufficiency of Public Float

As at the date of this report, the directors acknowledge that
approximately 71.8% of the issued share capital of the Company are
held by the public.

Donations

During the year, the Group made charitable and other donations of
approximately HK$181,000.

Disclosure pursuant to Rules 13.20 and 13.22 of
the Listing Rules

(1) Advances to entities

As at 31 March 2006, advances to entities did not individually
exceed 8% under the assets ratio as defined under Rule 14.07(1)
of the Listing Rules.

(2) Financial assistance and guarantees given to affiliated
companies

As at 31 March 2006, the aggregate amount of the financial
assistance provided by the Group to its associated companies
and jointly controlled entities (collectively the “Affiliated
Companies” within the meaning under Chapter 13 of the Listing
Rules) and the guarantees given by the Group for facilities granted
to the Affiliated Companies did not exceed 8% under the assets
ratio as defined under Rule 14.07(1) of the Listing Rules.

Auditors

Messrs. Deloitte Touche Tohmatsu have acted as auditors of the
company for the past three years. A resolution will be submitted to
the annual general meeting to re-appoint Messrs. Deloitte Touche
Tohmatsu as auditors of the Company.

On behalf of the Board

Joseph Chow o8t P
Chairman
Hong Kong, 7 July 2006

hEER

ARAZ REEERRBRANAFRBI2ESS
Bz R EEHE -

BAARHRE

RARE A - EERRARALT718%ERITR
ARTBERBHEE °

AEBER 7S RE BB HA181,00087T

R HRAE13.20 R13.221REH B

==
BE

(1) BETTRRHBER
R-BETXE=ZA=+—H BEERHzE
AR RS _ TR BB 1407 ER
ELLEZ8%

(2) BTFHBLRZHMBEHRBRE
R-BTRE=ZA=+—08  FEEETHE
AR RARZHER (RETRAUBIBEL
R SREMEBAT) 2MBEDRAKERR
BETHBATZBEMEL 2 BRE AL TR
@ ETHRBIE 407N IR AREEELRZ
8% °

24 4
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Deloitte.
=)

TO THE MEMBERS OF PYI CORPORATION LIMITED
(formerly known as Paul Y. - ITC Construction Holdings Limited)
{Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of PYI
Corporation Limited (the “Company”) and its subsidiaries (the “Group”)
from pages 74 to 168 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and
auditors

The Company'’s directors are responsible for the preparation of
consolidated financial statements which give a true and fair view. In
preparing consolidated financial statements which give a true and fair
view it is fundamental that appropriate accounting policies are selected
and applied consistently.

ltis our responsibility to form an independent opinion, based on our
audit, on those financial statements and to report our opinion solely
to you, as a body, in accordance with section 90 of the Bermuda
Companies Act, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Basis of opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the consolidated financial
statements. It also includes an assessment of the significant estimates
and judgments made by the directors in the preparation of the
consolidated financial statements, and of whether the accounting
policies are appropriate to the circumstances of the Group, consistently
applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide
us with sufficient evidence to give reasonable assurance as to whether
the consolidated financial statements are free from material
misstatement. In forming our opinion, we also evaluated the overall
adequacy of the presentation of information in the consolidated
financial statements. We believe that our audit provides a reasonable
basis for our opinion.
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Opinion BER
¥

In our opinion, the consolidated financial statements give a true and TRARFEMBHREREERAT R BE£H
fair view of the state of affairs of the Group as at 31 March 2006 and of RIEZERFZA=T—BZUBRRARELES
the profit and cash flows of the Group for the year then ended and EZALFEZEFNRRERE - YEIRBESA
have been properly prepared in accordance with the disclosure GG 2 REERME R -

requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu =g e BRERA G T
Certified Public Accountants HES AT
Hong Kong, 7 July 2006 'R ZEEXFLAEB
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FOR THE YEAR ENDED 31 MIARCH 2006

HE_EFAE=A=+—ALEE

2006 2005
NOTES HK$'000 HK$'000
Fisx FExT FET
(restated)
(EHFFER)
Turnover BEAR 7 3,540,484 3,588,015
Cost of sales SHERA (3,185,938) (3,363,119)
Gross profit E5 354,546 224,896
Other income HAA 9 123,237 84,107
Administrative expenses THREA (188,890) (196,920)
Other expenses HiER 10 (78,862) (59,574)
Finance costs BE R AR 1 (16,710) (6,266)
Increase in fair value of investment HEMEZ ATEE
properties 10 85,400 -
Gain on disposal of investment LEREMEZ AT
properties - 1,129
Discount on acquisition of additional WM B A TR
interest in subsidiaries TR 8,461 -
Increase in fair value of derivative FTESMTAZAFEE
financial instruments 1 41,060 -
Gain on disposal of subsidiaries HENBARZE 60,756 -
Gain on partial disposal of subsidiaries  HEHBA T A ER 2 KE - 67,968
Gain on disposal and dilution of e R EEER S N RS
interests in associates Freulas - 519,873
Reversal (recognition) of impairment Bt N R 2 REEE
loss on interest in an associate BE (BE) 23(a) 26,914 (182,087)
Share of results of associates ey L NI (17,184) 43,310
Share of results of jointly controlled BhEREHEIEES
entities 26 727
Profit before taxation BB R R 13 398,754 497,163
Taxation FiT8 14 (52,804) 23,772
Profit for the year FEHEMN 345,950 520,935
Attributable to: AR ALFEAS ¢
Equity holders of the Company AT REREA 310,487 521,920
Minority interests LB R ER 35,463 (985)
345,950 520,935
Distribution P23 15 998,070 40,717
Earnings per share SRAER 16
Basic E-YiN HK$0.227 HK$0.385
Diluted B HK$0.227 HK$0.385
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AT 31 MARCH 2006
R-FEA~EZR=T—H

N W U DN U U SR W

= GAUGAT U U A e A U = =

e - PN e T

2006 2005
NOTES HK$'000 HK$'000
i3 FERT FAET
(restated)
(BHHER)
NON-CURRENT ASSETS ERBEE
Property, plant and equipment Mm% - R RRE 17 35,800 237,278
Investment properties BEME 18 - 455,000
Project under development ZEPIERE 19 1,958,869 1,806,466
Prepaid land lease payments B LB IR 20 23,136 131,576
Goodwill G 21 61,646 61,646
Other intangible assets Hitmr & 22 8,035 15,481
Interests in associates B4 3 RIHE RS 23 571,668 381,209
Interests in jointly controlled entities SR I B 24 2,570 9,544
Available-for-sale investments AEEERE 25 1,653 -
Investment securities BHRE 25 - 1,778
Loans receivable - due after one year —EB T FEE R 26 - 1,508
Amounts due from related companies — 1% BIHA Z AR
- due after one year [FafE NGO 27 - 779
Amounts due from associates —ERFIE 2 B
— due after one year /NI E ] 28 117,000 -
Deferred consideration receivable FEWCELERE 29 10,223 -
Deferred tax assets BEBIEEE 30 - 1,680
2,790,600 3,103,945
CURRENT ASSETS HRBHEE
Properties held for sale BIEHEME 78,245 91,278
Prepaid land lease payments aft LR EHR 20 575 3,190
Loans receivable — due within one year ~ —% R B2 PRI E R 26 105,886 190,401
Amounts due from related companies —EREIHIZ B
— due within one year RE R RIRUR 27 251,852 346,102
Amounts due from associates —ERNFIHZ B
— due within one year ik /NI S| 28 227,776 168,683
Amounts due from customers for EWEFPAEHITRE
contract works a8 31 163,379 185,188
Debtors, deposits and prepayments pEUREESR - 514 RIENEUA 32 1,415,407 1,586,246
Investments held for trading BIEEERE 33 161,693 -
Other investments HMRE 33 - 173,284
Taxation recoverable AREBIR 1,605 7,506
Pledged bank deposits EIRMRI TR 34 118,622 -
Short term bank deposits w5 HARIT R 34 526,504 1,044,337
Bank balances and cash BITRERERE 34 139,534 210,219
3,191,078 4,006,434
il susnsRaa | 00658
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2006 2005
NOTES HK$'000 HK$'000
Mzt Fax FEx
(restated)
(EH5I8R)
CURRENT LIABILITIES nEaf
Amounts due to customers for N EFAHIIERE
contract works 31 429,615 435,198
Creditors and accrued expenses PR AR B FEE RIS, 35 899,829 1,076,195
Amounts due to associates FEATRSE S A B FRIE 36 3,678 2,804
Amounts due to jointly controlled FEAH 2k [R] 420 4 20
entities 36 - 20,766
Amount due to a minority shareholder A BI iR 2k 37 4,638 104,833
Loan from minority shareholders RELHREER 38 123,439 -
Taxation payable FEFRIE 45,759 1,882
Bank and other borrowings —FRE 2z R1T
- due within one year R Ath fE 3% 39 400,158 289,960
1,907,116 1,931,638
NET CURRENT ASSETS MEBEEFH 1,283,962 2,074,796
TOTAL ASSETS LESS CURRENT BEERTDEE
LIABILITIES 4,074,562 5,178,741
NON-CURRENT LIABILITIES EmEAME
Loan from minority shareholders KELHBREER 38 - 241,000
Bank and other borrowings —FEIPZRTR
- due after one year HAb g 39 164,625 300,000
Deferred tax liabilities BRERIEE 30 900,000 923,020
1,064,625 1,464,020
NET ASSETS EEEE 3,009,937 3,714,721
CAPITAL AND RESERVES BE R
Share capital [ &N 40 137,880 136,920
Reserves EE 2,432,752 3,041,906
Equity attributable to equity holders RDFZ BHESEE A
of the Company FE(LRERS 2,570,632 3,178,826
Share options reserve of a subsidiary BB X BB AR HEE 1B 137 -
Minority interests DR ERS 439,168 535,895
TOTAL EQUITY i 3,009,937 3,714,721

BRETAREBIB8E L MBRECR B AEL
AtRREEREREETIE T THESA
REEREE

The financial statements on pages 74 to 168 were approved and
authorised for issue by the Board of Directors on 7 July 2006 and are
signed on its behalf by:

Tom Lau 85 E
Managing Director 2 E4g4<

Joseph Chow & BA# o8t
Chairman /&
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FOR THE YEAR ENDED 31 MARCH 2006
HE_EETAE-A=+—HLEE
Attributable to the equwt holderso the Company

Ahal e AR
Share-  Accumul- Share
Investment based ated options ]
Share Share Special Capital ~ revaluafion Other  Tranglation  payment profits resee ofa Minoriy
capitsl  premium  resene  reSeve  eseve  qesene feseneTesene (losses) ~ Sub-fote! sybsma% inferests Total
. rAaf \ Mﬁmiﬁ Ehpal o MERE  SBER i
e BAER  WAEE  GsEB BE HeBE  EXBE  UAER (&) gt BRERE 35 Gl
HEOD  HGOD  HGDD  ASOD M0 HSOD WSO HOO0 WS HGOD  HSDO S0 KGO0
Fin Fin FiER i FER Fin iR TR AL AL TER TR TAL
AT Aprit 2004 ROZEMEMA-B 13455 187,370 124983 2480000 - 6,52 83356 - (245833) 2710872 - 0448 278130
Exchange difierences arising.~~ RREISINETS
from translation of MEEZEL
QVerSeas operations A - - - - - - 1 - - 14 - - 1
Share of reserves of BRBERAER
an associate - - - - - 6,521) 11631 - - 510 - - 5110
Net fexpense) income ERNERERD
recogised diectyinequty 2 (RX)MAFE - - - - - {6521) 11,645 - - 5,124 - - 5124
Profitor the year FREA - - - - - - - S - /85 509
Total recognised (expense) £EEERRR)
income for the year hABE - - - - - {8,521 1,445 - S9N S0 - (985) 26059
Acquistion of subsidiaries WEHERT - - - - - - - - - - - AR Sk
Realised on partal disposal HEREATHR
of subsidiaies EERE - - (238) - - - 505 - - 21 - - 27
Redlised on disposal and dluton B B HBEDR
ofinerests in associates Eahed - - - - - - (06D - - (68T - - (08
Issue of shiares under scrip REURRAHE
dindend scheme 11y T 23%5 2.3%9) - - - - - - - - - - -
Creditansing on scrip dividends  ARKEFEE 2R - - - - - - - - 17591 1750 - - 1750
Share ssued expenses %ﬁﬁ%% - (164 - - - - - - - (164 - - (164)
Distribution Ak - - - - - - - - o7 wnn - - {40.717)
At 31 March 2005 RZZZnE
=f=1-A 136,920 184,81 12469 2480000 - (561) - 252961 3178826 - 535895 37T
Effect of changes accounting @ ;mw%
olcies froe 3 (i3 - - - - i - - S BIS B - T
AL 1 April 2005, as restated RZZTR4MA-R-
Bl 136,920 184811 124695 2480000 w1 - (561) - ™MNe 3209712 - 53645 3764397
Exchange difference arising REEENEEM
from translation of BEZERZE
Overseas operations o - - - - - - 5928 - - 5928 - 2412 8,340
Deficit on revaluation BERE7 S
of investments - - - - {1343) - - - - (1,343) - (303) {1,646)
Share of other resenve %E%ﬁ Rl
of an associate Gﬁ{% - - - - - 573 - - - 513 - - 5%
Shae of ranslation reserve }%Wé‘ﬂ
of an associate EiGE - - - - - - (o) - - (24) - - (224)
Nt fexpense) income B ?Eﬁﬁfﬁ%i
recognised directly in equity (ﬁﬁi) WARB - - - - 1343) 513 5704 - - 10094 - 2109 12203
Profit for the year EREN - - - - - - - - e M - B3 MR
Totehrecogrised (expense) EREEAER)
income for the year WALE - - - - (1383) 5733 5,704 - 30487 3058 - 351 358,153
Transterred from capital reserve %E gws - - - (2480,000) - - - - 2480000 - - - -
Share repurchased BERA (1052) (13426) - - - - - - - {14,478) - - (14478)
Recognition of equity-settied iﬁnﬂuﬁxiﬁﬁ
share-Dased payment expense 26 - - - - - - - 4945 - 4945 13 - 5082
lsueof sharesundershare RERBEE
option schemes Bk % - - - - - 9} - 5 - - 5
fssu of shares under scrip RERASHE
dividend schemes R 20m {2011 - - - - - - - - - - -
Credit aising on sip dvidends Mﬂgﬁg PﬁEiZiﬁﬁﬁ - - - - - - - - BB 1% - - B
Share issue expenses “1" - ) - - - - - - - Q74 - - 274
Distribution - - - - - - - - %oy (980700 - - (9%00)
Dividend distributed by ETE HEZRE
ashsday ‘ - - - - - - - - - - S 08169
Contribution from minority SYBFLE
sharefiolders - - - - - - - - - - - 1052 10,525
Serip dividends distributed by RIE e
asubsidia RS - - - - - - - - - - - 3313 338
Acquisiton of additon interest W%MTE
In subsidiaries BMER - - - - - - - - - - - (1304%8)  (130498)
At 31 March 2006 HA_, TRE
ZA=t+-A 137,880 169,129 124,695 - (352) 5183 5143 4940 213464 257063 137 139168 3009937
The special reserve of the Group represents the difference between REME Y ERFEEHBARDNERARBWEE

the nominal amount of the share capital and share premium of the
subsidiaries at the date on which they were acquired by the Group

and the nominal amount of the share capital issued as consideration
for the acquisition.

Details of the capital reserve of the Group are set out in note 51.

B2 RAEERBROEE -
ZRRARHERZ ZE

REBE R FERMEES -

The other reserve of the Group represents the statutory reserves
required by the relevant rules and regulations of the People’s Republic

of China applicable to the Group’s associates.
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FOR THE YEAR ENDED 31 MARCH 2006
BE_FRAE-R=+—HLEE

2006 2005
HK$’000 HK$'000
FHxT FExT
(restated)
(B
OPERATING ACTIVITIES BEER
Profit before taxation Fr BRI F 398,754 497,163
Adjustments for: MTIEE EITHE
Discount on acquisition of additional RN N R)RERE
interest in subsidiaries ZHTiE (8.461) -
Increase in fair value of derivative PTEESRMTAEZ AT EE
financial instrument 30 (41,060) -
Increase in fair value of investments REMEZ NTEE
properties #n (85,400) =
Finance costs BEKE 16,710 6,266
Gain on disposal of subsidiaries HEHB ARz RS {(60,756) -
Gain on partial disposal of HEMB AR ER
subsidiaries P& - (67,968)
{Reversal) recognition of impairment Bt AR AEEE :
loss on interest in an associate (M) B4 (26,914) 182,087
Gain on disposal and dilution of HE R HE S N B
interests in associates 7l - (519,873)
Share of results of associates Al /N4 17,184 (43,310)
Share of results of jointly controlled GRS E e ‘
entities (26) (727)
Amortisation of goodwill B - 3,371
Depreciation of property, plant M MW ERREZITE .
and equipment 29,180 47,249:
Gain on disposal of property, plant HEME - W REZ WS
and equipment (19,927) (917)
Release of prepaid land lease TR LR E oA
payments 2,677 3,190
Gain on disposal of investment HERBYE WS !
properties - (1.129)
iImpairment loss on properties held RHEHEME Y RHEEE j
for sale - 3,000.
impairment loss on goodwill g R ERE - 9,554
Impairment loss on listed TR ERE S ZRERE '
investment securities - 92,
Increase in fair value of listed RIEEE . LWIRE
investments held for trading R EEEMN (636) -
Net unrealised holding loss on BEEMLEHmEEZ
listed other investments RSB EIEEH - 6.424
Share-based payment expense VAR 3F S 5R IR 2 B s 5,082 -
Allowance for amounts due from FEUTE &R AIFRIA 2 B
associates - 40,504
Interest income FBUA (26,096) (52,236)
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2006 2005

HK$'000 HK$'000
T FHET
(restated)
(EBHFHIER)
Operating cash flows before REtRBES BRI 2 KE
movements in working capital ¥BRERE 200,311 112,740
Increase in project under development  ZEEFIE B BN (136,179) (74,881)
Decrease in amounts due from (to) R UDBEFEHTE
customers for contract works, net HIER D IR FERTE
of attributable interest expenses MY RITE)
and depreciation 23,017 71,323
Increase in properties held for sale BEH BN (73,295) {11,578)
Decrease in debtors, deposits and FEURER K - 5T RIENH
prepayments RIBR D 145,421 83,754
Increase in other investments Hbig & 18N - (140,334)
Decrease in investments held BEEERERD
for trading 12,227 -
Increase in amounts due from PR & A RIRRIA
associates # - (14,195)
Decrease in amounts due to jointly JFEAS SR M
controlled entities RIERD (20,766) -
Decrease in creditors and accrued FEfRTBRFR R FEFTF X
expenses R (130,435) (94,204)
Increase (decrease) in amounts due FENBS R E)FRIA
to associates o Ga ) 874 (93,469)
Cash generated from (used in) RE (AR BEER
operations ZHe 21,175 (160,844)
Hong Kong Profits Tax paid DA BEATISH (2,296) (680)
Hong Kong Profits Tax refunded EREFEHERR 4,175 8,543
Overseas tax paid BAEINTIE (192) (4,166)
NET CASH FROM (USED IN) RE (AR BEED
OPERATING ACTIVITIES ZHEEEH 22,862 (157,147)
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2006 2005'
NOTES HK$000 HK$'000'
Hisx FHx THAT
(restateqd)
(E#0R)
INVESTING ACTIVITIES BEEW%
Proceeds from disposal of interests SR N RER
in associates IZIEEEer] - 1,073,643
Proceeds from disposal of investment B &EREMEFRERIE
properties - 61,129
Proceeds from disposal of property, HEME - MW RE ‘
plant and equipment FRiSFRIA 49,192 6,548
Repayment of loans receivable EHERWER 86,023 51,325
Repayment from related companies FAE A RIEERIA 95,029 87,879
Repayment from a jointly controlled HEE A EERE
entity - 2,000
Loans advanced to related companies B EIEATIER - (17,649)
Amounts advanced to associates NI E | (59,093) -
Additions to property, plant and PEE - R KRR A1 A
equipment (14,580) (12,155)"
Additions to loans receivable FEUR B R0 - (167,261)
Acquisition of subsidiaries, net of W BB BB A 7] (F0BR AT UL EE > ‘
cash and cash equivalents acquired RehkMREEHEMER) 42 (200) (443,908)
Acquisition of additional interest BN BN B
in subsidiaries (60,185) -
Acquisition of interests in associates I BB N RIRERS (160,211) {1,562)
Disposal of subsidiaries, net of cash HEMBAR GRiTHE >
and cash equivalents disposed of ReRALEHEER) 43 782,240 -
Proceeds from partial disposal HEM BB mnER
of subsidiaries FrS 508 - 152,366
increase in pledged bank deposits BRI TIERIE I (118,622) -
Dividend received from associates AN S 12,573 40,560
Dividend received from a jointly BUR SRR IS AL B
controlled entity 7,000 4,000
Interest received B FE 25,921 52,236
NET CASH FROM INVESTING ACTIVITES XBEREXZHZHEBHE 645,087 889,151
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2006 2005
HK$'000 HK$'000
T FHT
(restated)
(B#HIER)
FINANCING ACTIVITIES REES
Repayment of bank and other EERIT R MBI
borrowings (575,376) (59,299)
Dividends paid to equity shareholders B AARIRE
of the Company pd 5 (968,139) (23,126)
Dividends paid by a subsidiary HEBAREIRE (14,856) -
Interest paid 2RFE (27,787) (10,432)
Share repurchase expenses B EERX (14,478) -
Proceeds from issue of shares BTG TS EUE 25 -
Amount repaid to a jointly controlled B H R H
entity FRIE - (34,818)
Contribution from (repaid to) RE (EE) LERE
minority shareholders HE 10,525 (400)
Acquisition of remaining minority BB A 2 FgR
interest in a subsidiary DR R - (400)
Share issue expenses BRI (274) (164)
New bank and other borrowings raised  ¥TEEIRIT R EM{EFR 557,183 70,000
(Repaid t0) loan advanced from (BB ke bEMRE
a minority shareholder ZER (217,756) 341,000
NET CASH (USED IN) FROM (AR REMEZE
FINANCING ACTIVITIES ZREBHE (1,250,933) 282,361
NET (DECREASE) INCREASE IN RERHERESHEER
CASH AND CASH EQUIVALENTS (R ) 18 i3 88 (582,984) 1,014,365
EFFECT OF FOREIGN EXCHANGE IEEEETE
RATE CHANGES 1,450 -
CASH AND CASH EQUIVALENTS HERHEREEHEER
BROUGHT FORWARD bz 3:1 1,247,572 233,207
CASH AND CASH EQUIVALENTS HeRHREEHEERB
CARRIED FORWARD iy 666,038 1,247,572
ANALYSIS OF THE BALANCES OF HEeRHRESHEHEB
CASH AND CASH EQUIVALENTS BEIW
Short term bank deposits EHRTTIER 526,504 1,044,337
Bank balances and cash RITEFEERS 139,534 210,219
Bank overdrafts BITHEX - (6,984)
666,038 1,247,572

).
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FOR THE YEAR ENDED 31 MARCH 2006
HE_BTAF=ZA=+—-HLEE

1.

General

The Company is an exempted company incorporated in Bermuda
with limited liability. Its shares are listed on The Stock Exchange
of Hong Kong Limited (the "Hong Kong Stock Exchange”). The
addresses of the registered office and its principal place of
business of the Company are disclosed in the “Corporate
Information” section to the annual report.

The consolidated financial statements are presented in Hong Kong
dollars, which is the same as the functional currency of the
Company.

The Company is an investment holding company. The activities
of its principal subsidiaries, associates and jointly controlled
entities are set out in note 53.

Application of Hong Kong Financial
Reporting Standards

In the current year, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards
("HKFRSs"), Hong Kong Accounting Standards ("HKASs") and
Interpretations (“INTS”) (hereinafter collectively referred to as the
“new HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants (the "HKICPA") that are effective for
accounting periods beginning on or after 1 January 2005. The
application of the new HKFRSs has resulted in a change in the
presentation of the consolidated income statement, consolidated
balance sheet and the consolidated statement of changes in
equity. In particular, the presentation of minority interests and
share of tax of associates and jointly controlled entities have been
changed. The changes in presentation have been applied
retrospectively. In addition, the adoption of the new HKFRSs has
resulted in changes to the Group’s accounting policies in the
following areas that have an effect on how the results for the
current and/or prior accounting years are prepared and
presented:

MC) PY! Corporation Limited | Annual Report 2006
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Application of Hong Kong Financial
Reporting Standards - continued

Share-based payment

In the current year, the Group has applied HKFRS 2 “Share-based
Payment” which requires an expense to be recognised where
the Group buys goods or obtains services in exchange for shares
or rights over shares ("equity-settled transactions”). The principal
impact of HKFRS 2 on the Group is in relation to the expensing of
the fair value of share options granted to directors and employees
of the Group, determined at the date of grant of the share options,
over the vesting period. Prior to the application of HKFRS 2, the
Group did not recognise the financial effect of these share options
until they were exercised. The Group has applied HKFRS 2 to share
options granted on or after 1 April 2005 (see note 3 for the financial
impact). In relation to share options granted before 1 April 2005,
the Group chooses not to apply HKFRS 2 with respect to share
options that had vested on or before 1 April 2005 in accordance
with the relevant transitional provisions. During the year, the
Company repriced its outstanding share options which were
granted and vested before 1 April 2005 by a reduction of their
exercise price. The directors, after taking professional advice,
considered that the modification did not result in an increase in
fair value of the share options. Accordingly, no adjustment for
the current and prior years has been required.

Business combinations

HKFRS 3 “Business Combinations” is effective for business
combinations for which the agreement date is on or after 1
January 2005. The Group has not entered into any agreement
between the period from 1 January 2005 to 31 March 2005. On 1
April 2005, the Group has applied the transitional provisions of
HKFRS 3. The principal effects of the application of HKFRS 3 to
the Group are summarised below:

Gooawill

In previous periods, goodwill arising on acquisitions before 1 April
2005 was capitalised and amortised over its estimated useful
life. In the current year, the Group has applied the relevant
transitional provisions in HKFRS 3. On 1 April 2005, the Group has
eliminated the related accumulated amortisation of
HK$116,285,000 against the cost of such goodwill in the
consolidated balance sheet (see note 21). The Group has also
discontinued amortising such goodwill from 1 April 2005 onwards
and such goodwill will be tested for impairment at least annually.
Goodwill arising on acquisitions after 1 January 2005 is measured
at cost less accumulated impairment losses (if any) after initial
recognition. As a result of this change in accounting policy, no
amortisation of goodwill has been charged in the current year
(see note 3 for the financial impact). Comparative figures have
not been restated.
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Application of Hong Kong Financial
Reporting Standards - continued

Business combinations — continued

Excess of the Group’s interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities over cost
(previously known as “negative gooadwill”)

In accordance with HKFRS 3, any excess of the Group’ s interest
in the net fair value of acquiree’s identifiable assets, liabilities
and contingent liabilities over the cost of acquisition (“discount
on acquisition”) is recognised immediately in profit or loss in the
period in which the acquisition takes place. Accordingly, discount
on acquisition of additional interest in subsidiaries has been
recognised in the consolidated income statement for the current
year (see note 3 for the financial impact).

Leasehold interest in land use rights

In previous periods, owner-occupied leasehold land and buildings
were included in property, plant and equipment and measured

. using the cost model. In the current year, the Group has applied

HKAS 17 “Leases”. Under HKAS 17, the land and buildings
elements of a lease of land and buildings are considered
separately for the purposes of lease classification, unless the
lease payments cannot be allocated reliably between the land
and buildings elements, in which case, the entire lease is generally
treated as a finance lease. To the extent that the allocation of the
lease payments between the land and buildings elements can
be made reliably, the leasehold interests in land are reclassified
to “prepaid lease payments” under operating leases, which are
carried at cost and amortised over the lease term on a straight-
line basis. This change in accounting policy has been applied
retrospectively (see note 3 for the financial impact).

Investment properties

In the current year, the Group has applied HKAS 40 “investment
Property” and has elected to use the fair value model to account
for its investment properties which requires gains or losses arising
from changes in the fair value of investment properties to be
recognised directly in profit or loss for the period in which they
arise. In previous periods, investment properties under Statement
of Standard Accounting Practice ("SSAP") 13 "Accounting for
Investment Properties” were measured at open market values,
with revaluation surplus or deficit credited or charged to
investment property revaluation reserve unless the balance on
this reserve was insufficient to cover a revaluation decrease, in
which case the excess of the revaluation decrease over the
halance on the investment property revaluation reserve was
charged to the income statement. Where a decrease had
previously been charged to the income statement and a
revaluation increase subsequently arose, that increase was
credited to the income statement to the extent of the decrease
previously charged. The adoption of HKAS 40 has had no material
effect on the results for the current or prior periods. Accordingly,
no prior period adjustment has been required.

» PYI Corporation Limited | Annual Report 2006
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Application of Hong Kong Financial
Reporting Standards - continued

Financial instruments

In the current year, the Group has applied HKAS 32 “Financial
Instruments: Disclosure and Presentation” and HKAS 39 “Financial
instruments: Recognition and Measurement”. HKAS 32 requires
retrospective application. HKAS 39, which is effective for
accounting periods beginning on or after 1 January 2005, generally
does not permit the recognition, derecognition or measurement
of financial assets and liabilities on a retrospective basis. The
application of HKAS 32 has had no material impact on how
financial instruments of the Group are presented for current and
prior accounting years. The principal effects resulting from the
implementation of HKAS 39 are summarised below:

Classification and measurement of debt and equity securities

By 31 March 2005, the Group classified and measured its
investments in debt and equity securities in accordance with the
benchmark treatment of SSAP 24 "Accounting for Investments
in Securities”. Under SSAP 24, the Group's investments in debt
and equity securities are classified as “investment securities” or
"other investments” as appropriate. “Investment securities” are
carried at cost less impairment losses (if any) while “other
investments” are measured at fair value, with unrealised gains
or losses included in the profit or loss. From 1 April 2005 onwards,
the Group has applied the relevant transitional provisions in HKAS
39 to classify and measure its investments in debt and equity
securities. Under HKAS 39, the Group’s investments in debt and
equity securities are classified as “financial assets at fair value
through profit or loss” or “available-for-sale financial assets”.
“Financial assets at fair value through profit or loss” and
“available-for-sale financial assets” are carried at fair value, with
changes in fair values recognised in income statement and equity,
respectively. On 1 April 2005, the Group’s investment securities
with carrying amount of HK$1,778,000 was reclassified to
available-for-sale investments and was remeasured at fair value
with an increase in fair value of HK$1,521,000 made to the Group’s
investment revaluation reserve at 1 April 2005, which will be
released to the consolidated income statement upon disposal
or impairment of the relevant available-for-sale investments (see
note 3 for the financial impact).

2.
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2. Application of Hong Kong Financial 2. ERTEMBRELEN &

Reporting Standards - continued SHMIE-@
Financial instruments - continued PTETA
Derivatives BE-TTRFNA-AFEE  BRAEEEME
From 1 April 2005 onwards, all derivatives that are within the AISESVIREEAZ FTEFTETR » TimaRE
scope of HKAS 39 are required to be carried at fair value at each HERBSMIEEREEREHRIAS - AR
balance sheet date regardiess of whether they are deemed as SEFHEBALNTEER - BEEESTE
held for trading or designated as effective hedging instruments. AIEINE - STET A (BEHEIESTETELY
Under HKAS 39, derivatives (including embedded derivatives ARNRZMARITETR) - HRAFBHIE
separately accounted for from the non-derivative host contracts) BEEREZSRIEAELSRARE  HAERY
are deemed as held-for-trading financial assets or financial EEREEREDPTAERI - HREAEE
liabilities, unless they qualify and are designated as effective FRERBZITAETA - ATEEZEHNE
hedging instruments. For derivatives that are deemed as held Bz &t RN BRRARER
for trading, changes in fair values of such derivatives are
recognised in profit or loss for the period in which they arise. HN=FZTMFE=A=+—0 ' AEELENE
SEEAERERTRENBQ REIMERY
By 31 March 2004, the Group did not recognise the fair value of MEZ AVEE - A-TTRAFMA—HE
option to acquire additional interest in subsidiaries on the AEBEABBGITERIEIE AR BN
consolidated balance sheet. From 1 April 2005 onwards, the 3T o wtt - WEBHIB A RIFEIMERS 2 HitE Y
Group has applied the relevant transitional provisions in HKAS DFBECKRATEEARENAEEAR =T
39. As a result, the option to acquire additional interest in FAFMA—BZ R:EF (Eﬁ%?ﬁ@imﬁ
subsidiaries has been measured at fair value with a corresponding 3 LBBFIETINET
increase in the Group's accumulated profits at 1 April 2005 (see
note 3 for the financial impact). Comparative figures have not BRRBRRAEFLN 2 2MEERSBARK
been restated. R-TEAFNA—B#  FEEREESS
FTERIZEIGM 2 RE WIS A AR AR B L
Financial assets and financial liabilities other than debt and equity M2 EeREERSRAE UETESTER,
securities ERIE2455 2 BEXN) EITDERME - B
From 1 April 2005 onwards, the Group classifies and measures BRGHEREIR  eRMEEDDEAMNR
its financial assets and financial liabilities other than investments DY BESARSR SHMEE] - [A¢HeE
in debt and equity securities (which were previously outside the ZERAE] - [BERRERHRI K HEET j
scope of SSAP 24) in accordance with the requirements of HKAS HzemBE| AT —ROBANEAT
39. Under HKAS 39, financial assets are classified as “financial BESABSRZEHABINHMeRA
assets at fair value through profit or loss”, “available-for-sale Rl - [t 2R B & IRVIEHRREIRERE
financial assets”, “loans and receivables” or “held-to-maturity BRMNFEA T DBERATE - REEAE
financial assets”. Financial liabilities are generally classified as SHRERIEER T EER RBRARLRLITET
“financial liabilities at fair value through profit or loss” or “other B HAREZSRBEERSHABYES

financial liabilities”. “Other financial liabilities” are carried at ve-
amortised cost using the effective interest method after initial
recognition. The adoption of HKAS 39 has had no material effect
on the Group's financial assets and financial liabilities other than

debts and equity securities and derivatives.
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Accounting Policies

3. summary of the Effects of the Changes in

The financial effects of the changes in accounting policies

described above are summarised as follows:

(@ Effects on the results for the current and prior years:

EHEREYZREBRE
FREHBEE R MEHE

@) HAFERBEFEREZ

ek

=4

2006 2005
HK$'000 HK$'000
FET FHET
Non-amortisation of goodwill THEHmEmE 7.424 -
Recognition of discount on ISR NE AT
acquisition of additional WS HTER
interest in subsidiaries 8,461 -
Recognition of share-based RN X2
payment as expense FIERER (5,082) -
Decrease in share of results of HEmE DTS
associates yRee (14,264) (937)
Increase in fair value of derivative fTeaT Rz AT ERE
financial instruments o 41,060 -
Increase (decrease) in profit ERRAIE N
for the year Gl 37,599 (937)
Analysis by line items presented according to their function: BAThEE 252 51| 8EIE B AT{EDHT ¢
2006 2005
HK$'000 HK$'000
FER FE&T
Decrease in administrative expenses THRERRL 2,342 -
increase in discount on acquisition BRI B DR R
of additional interest in TR
subsidiaries 8,461 -
increase in fair value of derivative FTESRTAZ
financial instruments NEEEEM 41,060 -
Decrease in share of results of BB S RARIER
associates L (14,264) (937)
Increase (decrease) in profit FEE R A
for the year R 37,599 (937)
In addition to the above, the share of tax of associates and B sl - EEEA QR R ARSI

jointly controlled entities has been reclassified and included
in share of results of associates and jointly controlled
entities, respectively. The effects by line items are as follows:

Increase (decrease) in share of
results of associates

Decrease in share of results of
jointly controlled entities

(Increase) decrease in taxation

BEEPERRIREA
10 CR )

BARHRIEGIE
EERD

BiIR GE ) WD

B HECDTENHE - YEDHIFIAR
B D T R R RHEHIBAE R - 1RIIRR

HEREZIHEWT

2006
HK$'000
FRL

1,440

(1,440)

2005
HK$'000
FRIT

(35,413)

(171)
35,584

Py sesmaRAD | 200658 &




YVLLO WV UL LUVTHToVIIda Lo u rlinidalivial owgdletrliict ity

3. summary of the Effects of the Changes in 3. BHRENZHERE—5

The share of effect of changes in accounting policies arose
from the adoption of INT 2 “The Appropriate Accounting Policies

Accounting Policies - continued b HR-EEAE=A=+—-AR—TTH
(b)  Effects on the balance sheet as at 31 March 2005 and 1 April FUMA-RZAERBRZFE
2005:
Share of Share of
effect of effect of
changesin changesin
accounting accounting
Asat Effectof  policies on Asat Effectof  policies on Asat
31.3.2005 HKAS 17 anassociate  31.3.2005 HKAS 39 an associate 1.4.2005
#15 - H e
BRI BEDLF Eheit By
ROEREH  eHuE ROERIEE BEAT i
31.3.2005 JEE BMIEE 3132005 -7 258 1.4.2005
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL FHEL TR FHT FHT THT TAT
{originally stated) (Note)  (restated) (Note)  (restated)
(REFIR) (7 (EFPR) (s (EH7ER)
Effects on assets and H&EERA&H
liabilities: ZRE:
Property, plant and ER
equipment ES 372,044 (134,766) - 237,278 - - 237,278
Prepaid land lease BfTEE
payments FAE]
- non-current — ¥R - 131,576 - 131,576 - - 131,576
- Current ik - 3,190 - 3,190 - - 3,190
Interests in associates B A RIES 382,146 - (937) 381,209 - 27,363 408,572
Investments in securities  EHH A
- non-current —3EnE 1,778 - - 1,778 (1,778) - -
- current s 173,284 - - 173,284 (173,284) - -
Available-for-sale L&
investments i - - - - 3,299 - 3299’
Investments held HIEEE
for trading 13 - - - - 173,284 - 173,284
Derivative financial TEeR
instrument IR - - - - 20,792 - 20,792
929,252 - (937) 928,315 22,313 27,363 977,991,
Effects on equity: Hig#Hrng.
Investment revaluation ~ RE&EH
reserve [ - - - - 991 - 991
Accumulated profits 2l 253,898 - (937) 252961 20,792 27,363 301,16
Minority interests DR 535,895 - - 535,895 530 - 536,425
789,793 - (937) 788,856 22,313 27,363 838,532
Note: Ff5E -

RS BRER FE RS By
DARRATR R T EE YR 2 HE SR

R BRGHEHEVRISRIA - 37
RIERIREBYBRELINEIR KA
GHIMESE -

for Hotel Properties”, HKAS 39 “Financial Instruments:
Recognition and Measurement” and HKFRS 3 “Business
Combinations” by the Group's associate.
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summary of the Effects of the Changes in
Accounting Policies - continued

The Group has not early applied the following new standards,
amendments and interpretations that have been issued but not
yet effective and are pertinent to the operation of the Group.

The directors of the Company anticipate that the application of
these standards, amendments and interpretations will have no
material impact on the financial statements of the Group except
for HKAS 39 and HKFRS 4 (Amendments) “Financial Guarantee
Contracts” which require all financial guarantee contracts to be
initially measured at fair value. The directors consider the impact
resulting from this amendment cannot be reasonably estimated
as at the balance sheet date.

HKAS 1 (Amendment) Capital disclosures!

HKAS 19 (Amendment) Actuarial gains and losses, group
plans and disclosures?

HKAS 21 (Amendment) Net investment in a foreign
operation?

HKAS 39 (Amendment) Cash flow hedge accounting of
forecast intragroup transactions?

HKAS 39 (Amendment) The fair value option?

HKAS 39 & HKFRS 4

(Amendments) Financial guarantee contracts?
HKFRS 6 Exploration for and evaluation of
mineral resources?
HKFRS 7 Financial instruments: Disclosures’
HK(FRIC) — INT 4 Determining whether an
arrangement contains a lease?
HK(FRIC) — INT 5 Rights to interests arising from

decommissioning, restoration and
environmental rehabilitation funds?

HK(IFRIC) — INT 6 Liabilities arising from participating
in a specific market, waste electrical
and electronic equipment?

HK(IFRIC) — INT 7 Applying the restatement approach
under HKAS 29 Financial Reporting
in Hyperinflationary Economies*

HK(IFRIC) — INT 8 Scope of HKFRS 25
HK(FRIC) — INT 9 Reassessment of embedded
derivatives®

1 Effective for annual periods beginning on or after 1 January 2007.
2 Effective for annual periods beginning on or after 1 January 2006.
3 Effective for annual periods beginning on or after 1 December 2005.
4 Effective for annual periods beginning on or after 1 March 2006.
5 Effective for annual periods beginning on or after 1 May 2006.

¢ Effective for annual periods beginning on or after 1 June 2006.

BHEREAZHEHRE-H
7 S 30 4 32 2 1 R T B S AR B R AE
EAEEEG AR AR - B RRE -

AAEES G - BAZSINEN - BT RR
BTEUARUNBBRRAENEATE H
BEHEERFEOF REBYBHS R EL
W (RIEET) (ISR IR A B RE B MR
ERAMSRATEERLE - EERR - Bt
EEIMBZFERENEEARERIRE
A e

EBEEAER BARE
(&&D)
ERSERE195] BEWERE
(&E5T) 1B EEEER
HEE
ERE G AERIE21H SNEERE 2 FIE
(& &:T) B2
EBGHEREINR AR EBARR
(8B SrReREH
SR ETERIR?
EEEFHERIZE395 AP EE R
(#B1E3T)

EEGTHER BN K MBRRER?
BEMBREERFEA5R
(&fzal)
EEPRMEERESE HWEARCHER
Reath?
EAMKREEAETR  LRTE: EE
& (BABEREEES) EELZHELR

—RESER fEiHE?
HE (ERRELES) RBREE - RIR
—RRRBESH RIRFEEES
PREE L2 2 18
A2
& (BRREEEE SEFEMN S -
—R2IEEN EREENRET
RBEEZRIE
EF (ERRELEEE) RRAREEES
—RER7HR TR 295
1 378 AR A8 778 B 5
R EIEE
&
B (RAEREERS) BEEMBHREE
— RS RIZE2%% 2 S
4 (ARRERRE) EFERAN
—REER FTETAS

VB RTE- A ARERBZ 2 FHE
AR e

? R TEAFE— A ARUARKB 2 FER
B e

3 M- EERE+-A—ARNARKGZ2EH
ﬁaﬁﬁ;&"

¢ AoBENE= A-ASERBZ 2FHRE
B

5 RTZTETNERA - ARUVAREAZ 2 FHR
B

¢ moBENEANA-ASERBZ 2T
B e
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Significant Accounting Policies

The consolidated financial statements have been prepared on
the historical cost basis, except for certain financial instruments
and investment properties which are measured at fair values as
explained in the accounting policies set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Hong Kong Stock Exchange and by the Hong Kong Companies
Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31
March each year.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from
the effective date of acquisition or up to the effective date of
disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with those used by other members of the Group.

All significant intra-group transactions, balances, income and
expenses have been eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group's equity therein. Minority
interests in the net assets consist of the amount of those interests
at the date of the original business combination and the minority’s
share of changes in equity since the date of the combination.
Losses applicable to the minority in excess of the minority’s
interest in the subsidiary’s equity are allocated against the
interests of the Group except to the extent that the minority has
a binding obligation and is able to make an additional investment
to cover the losses.

P\(IC) PYI Corporation Limited | Annual Report 2006
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4. Significant Accounting Policies - continued 4, FTEGHBKR-&

Goodwill [k

Goodwill arising on acquisitions prior to 1 January 2005 —ETRFE—HHRZKRBELZEE
Goodwill arising on acquisition of a subsidiary or an associate W BARKBE AR (BEARAR -F
for which the agreement date is before 1 January 2005 represents TRE—A— B MEEZEBDIERER
the excess of the cost of acquisition over the Group's interest in g @ERKIEE A EGEEMRB AR
the fair value of the identifiable assets and liabilities of the relevant BANT s AIHANEE ABRIRBEZA
subsidiary or associate at the date of acquisition. Such goodwill FEET RS - RABRIRE TR
was capitalised and amortised on a straight line basis over its ERERUESEAENMLREE - RERF
estimated useful life in previous periods. In the current year, the [ AEER-TETRAFNHA—AREIEE
Group has discontinued amortising such goodwill from 1 April R URRERETFHEBET R
2005 onwards, and goodwill is tested for impairment at least ERS - WEBEBEIREN 2 BB IAED
annually, and whenever there is an indication that the cash B2 REETTIREAT A -

generating unit to which the goodwill relates may be impaired.
ERRE— AT RBHEEZE

ug

Goodwill arising on acquisitions on or after 1 January 2005
Goodwill arising on acquisitions of a subsidiary or an associate WEMBATEKMEL LR (BEABARC-E
for which the agreement date is on or after 1 January 2005 ERF-[—BHzE MEEZEE  HK
represents the excess of the cost of acquisition over the Group’s BRABANEENKEE B ETERBA
interest in the fair value of the identifiable assets, liabilities and TEML AT ZAHAEE - ABRIARE
contingent liabilities of the relevant subsidiary or associate at AV EEENS s EH - B IRKARE
the date of acquisition. Such goodwill is carried at cost less any fa] BRI BRI
identified impairment loss.

JE
Impairment SRENSTE - WHRAEEZEE RS A
For the purposes of impairment testing, goodwill arising from an TS TR U 2 R R B BRI
acquisition is allocated to each of the relevant cash-generating MBS EREAMAR - WHEBBEABEZ
units, or groups of cash-generating units, that are expected to BIRBAESENENRBARLEMAARLR
benefit from the synergies of the acquisition. A cash-generating SRERETRER - RER—VRFERRE
unit to which goodwill has been allocated is tested for impairment EE7EEMES  CERARBZARELR
annually, and whenever there is an indication that the unit may ZUHERERAETRERR - BRIREQ
be impaired. For goodwill arising on an acquisition in a financial 2 AT El S IR E N 2 BREE - BIRER
year, the cash-generating unit to which goodwill has been BEARESESERMAMEE RME - K&
allocated is tested for impairment before the end of that financial USRS BAEAEERILNIBEELE
year. When the recoverable amount of the cash-generating unit 2 HpEE - B8 2 EMREBBREENS
is less than the carrying amount of the unit, the impairment loss BUWHRER - HEZ A AIREBERNEZS
is allocated to reduce the carrying amount of any goodwill A F#E -
allocated to the unit first, and then to the other assets of the unit
pro rata on the basis of the carrying amount of each asset in the WEHBATELZ AN EESTTNEESR
unit. Any impairment loss for goodwill is recognised directly in BRI - RWEBRERBEEZENEE
the consolidated income statement. An impairment loss for (BAREZSETR) DIABE QT 2IRE KA -

goodwill is not reversed in subsequent periods.

Capitalised goodwill arising on an acquisition of a subsidiary is
presented separately in the balance sheet. Capitalised goodwill
arising on an acquisition of an associate which is accounted for
using the equity method is included in the cost of the investment
of the associate.
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significant Accounting Policies - continued
Goodwill - continued

On subsequent disposal of a subsidiary or an associate, the
attributable amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.

Discount on acquisition

A discount on acquisition arising on an acquisition of a subsidiary
for which an agreement date is on or after 1 January 2005
represents the excess of the net fair value of an acquiree's
identifiable assets, liabilities and contingent liabilities over the
cost of the business combination. Discount on acquisition is
recognised immediately in profit or loss.

Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation
and any identified impairment Ioss.

Depreciation is provided to write off the cost of items of property,
plant and equipment over their estimated useful lives using the
straight line method.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of
the iten) is included in the income statement in the year in which
the item is derecognised.

Investment properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to
initial recognition, investment properties are measured using the
fair value model. Gains or losses arising from changes in the fair
value of investment property are included in profit or loss for the
year in which they arise.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use or
no future economic benefit is expected from its disposals. Any
gain or loss arising on derecognition of the asset (calculated as
the difference between the net disposal proceeds and the
carrying amount of the asset) is included in the income statement
in the year in which the item is derecognised.
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significant Accounting Policies - continued
Project under development

Project under development which is held for future sale is stated
at the lower of cost and net realisable value. Cost includes the
cost of land/sea area use rights, development expenditure,
borrowing costs capitalised and other attributable expenses.

Prepaid land lease payments

The up-front payments to acquire leasehold interest in land or
sea are accounted for as operating leases and are stated at cost
and amortised over the lease term on a straight line basis.

Investments in subsidiaries

Investments in subsidiaries are included in the Company's
balance sheet at cost less any identified impairment loss.

Interests in associates

The results and assets and liabilities of associates are
incorporated in the consolidated financial statements using the
equity method of accounting. Under the equity method,
investments in associates are carried in the consolidated balance
sheet at cost as adjusted for post-acquisition changes in the
Group’s share of the profit or loss and of changes in equity of the
associates, less any identified impairment loss. When the Group's
share of losses of an associate equals or exceeds its interest in
that associate (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the
associate), the Group discontinues recognising its share of further
losses. An additional share of losses is provided for and a liability
is recognised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of that
associate.

Where a group entity transacts with an associate of the Group,
unrealised profits and losses are eliminated to the extent of the
Group's interest in the relevant associate, except to the extent
that unrealised losses provide evidence of an impairment of the
asset transferred, in which case, the full amount of losses is
recognised.

Interests in jointly controlled entities

Joint venture arrangements that involve the establishment of a
separate entity in which venturers have joint control over the
economic activity of the entity are referred to as jointly controlled
entities.
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significant Accounting Policies — continued
Interests in jointly controlled entities - continued

The results and assets and liabilities of jointly controlled entities
are incorporated in the consolidated financial statements using
the equity method of accounting. Under the equity method,
investments in jointly controlled entities are carried in the
consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group's share of the profit or loss and
of changes in equity of the jointly controlled entities, less any
identified impairment loss. When the Group's share of losses of
a jointly controlled entity equals or exceeds its interest in that
jointly controlled entity (which includes any long-term interest
that, in substance, form part of the Group's net investment in the
jointly controlled entity), the Group discontinues recognising its
share of further losses. An additional share of losses is provided
for and a liability is recognised only to the extent that the Group
has incurred legal or constructive obligations or made payments
on behalf of that jointly controlled entity.

When a group entity transacts with a jointly controlled entity of
the Group, unrealised profits or losses are eliminated to the extent
of the Group’s interest in the relevant jointly controlled entity,
except to the extent that unrealised losses provide evidence of
an impairment of the asset transferred, in which case, the full
amount of losses is recognised.

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction
Costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit
or loss are recognised immediately in profit or loss.
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Significant Accounting Policies - continued
Financial instruments - continued
Financial assets

The Group's financial assets are classified as loans and
receivables, financial assets at fair value through profit or loss,
and available-for-sale financial assets. The accounting policies
adopted are set out below:

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. At each balance sheet date subseguent to initial
recognition, loans and receivables (including bank deposits, bank
balances, loans and interest receivables, deferred consideration
receivable, debtors, amounts due from related companies/
associates) are carried at amortised cost using the effective
interest method, less any identified impairment loss. An
impairment 10ss is recognised in profit or loss when there is
objective evidence that the asset is impaired, and is measured
as the difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at
the original effective interest rate. Impairment losses are reversed
in subsequent periods when an increase in the asset’s
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to a
restriction that the carrying amount of the asset at the date the
impairment is reversed does not exceed what the amortised cost
would have been had the impairment not been recognised.

Financifal assets at fair value through profit or loss

Financial assets at fair value through profit or l1oss has two
subcategories, including financial assets held for trading and
those designated at fair value through profit or loss on initial
recognition. At each balance sheet date subsequent to initial
recognition, financial assets at fair value through profit or loss
are measured at fair value, with changes in fair value recognised
directly in profit or loss in the period in which they arise.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as any of the other categories.
At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value.
Changes in fair value are recognised in equity, until the financial
asset is disposed of or is determined to be impaired, at which
time, the cumulative gain or loss previously recognised in equity
is removed from equity and recognised in profit or 10ss. Any
impairment losses on available-for-sale financial assets are
recognised in profit or loss. Impairment losses on available-for-
sale equity investments will not reverse in profit or 10ss in
subsequent periods.
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Significant Accounting Policies — continued
Financial instruments - continued
Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial
liability and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the group entity after deducting all of its
liabilities. Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

The Group's financial liabilities (including creditors, amounts due
to associates/jointly controlled entities/a minority shareholder,
loan from minority shareholders, and bank and other borrowings)
are measured at amortised cost, using the effective interest
method, subsequent to initiai recognition.

Derivative financial instruments

Derivative financial instruments are initially measured at fair value
on the contract date, and are remeasured to fair value at
subseguent reporting dates.

Changes in the fair value of derivative financial instruments that
do not qualify for hedge accounting are deemed as financial
assets/liabilities held for trading and are recognised in profit or
loss as they arise.

Derivative embedded in other financial instruments or other non-
financial host contracts are treated as separate derivatives when
their risks and characteristics are not closely related to those of
the host contract and the host contract is not carried at fair value
with unrealised gains or losses reported in profit or 10ss.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and
rewards of ownership of the financial assets. On derecognition
of a financial asset, the difference between the asset’s carrying
amount and the sum of the consideration received and the
cumulative gain or loss that had been recognised directly in equity
is recognised in profit or loss.

For financial liabilities, they are removed from the Group's balance
sheet when, and only when, they are extinguished (i.e. when the
obligation specified in the relevant contract is discharged,
cancelled or expires). The difference between the carrying amount
of the financial liability derecognised and the consideration paid
or payable is recognised in profit or loss.
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Significant Accounting Policies — continued
Other intangible assets

On initial recognition, other intangible assets acquired separately
other than from business combinations are recognised at cost.
After initial recognition, other intangible assets with indefinite
useful lives are carried at cost less any identified impairment
loss.

Gains or losses arising from derecognition of an intangible asset
are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are
recognised in the consolidated income statement when the asset
is derecognised.

Other intangible assets with indefinite useful lives are tested for
impairment annually by comparing their carrying amounts with
their recoverable amounts, irrespective of whether there is any
indication that they may be impaired. If the recoverable amount
of other intangible assets is estimated to be less than its carrying
amount, the carrying amount of the other intangible assets is
reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately.

When an impairment 10ss subsequently reverses, the carrying
amount of other intangible assets is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recognised
for that other intangible assets in prior years. A reversal of an
impairment loss is recognised as income immediately.

Impairment (other than goodwill and intangible asset
with indefinite lives)

At each balance sheet date, the Group reviews the carrying
amounts of its assets to determine whether there is any indication
that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. An impairment 10ss is recognised as
expenses immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment 10ss is recognised as
income immediately.
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NOtes 10 the consolidated Financial Statements

significant Accounting Policies - continued
Construction contracts

When the outcome of a construction contract can be estimated
reliably, contract costs are recognised as expenses by reference
to the stage of completion of the contract activity at the balance
sheet date on the same basis as contract revenue. When the
outcome of a construction contract cannot be estimated reliably,
contract costs are recognised as expenses in the period in which
they are incurred. Provision is made for foreseeable losses as
soon as they are anticipated by management.

Where contract costs incurred to date plus recognised profit less
recognised loss exceed progress billings, the excess is shown as
amount due from a customer for contract work. Where progress
billings exceed contract costs incurred to date plus recognised
profit less recognised loss, the excess is shown as amount due
to a customer for contract work.

Leasing

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as
operating leases.

Rentals payable under operating leases are charged to profit or
loss on a straight line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental expense
over the lease term on a straight line basis.

Revenue recognition

Revenue is recognised at the fair value of the consideration
received or receivable.

Revenue from a construction contract is recognised on the
percentage of completion method, measured by reference to
the value of work certified during the year.

Project management service income and facilities management
service income is recognised when services are provided.

Revenue from sale of properties is recognised upon the execution
of a binding sales agreement.

Revenue from sale of securities is recognised when the sale
contract becomes unconditional.

Rental income under operating leases is recognised on a straight
line basis over the term of the relevant lease.
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significant Accounting Policies - continued
Revenue recognition - continued

Dividend income from investments is recognised when the
Group's right to receive payment has been established.

Interest income from a financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets i.e. assets that
necessarily take a substantial period of time to get ready for their
intended use or sale, are capitalised as part of the cost of those
assets. Capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on gualifying
assets is deducted from the borrowing costs capitalised.

All other borrowing costs are recognised as an expense in the
period in which they are incurred.

Retirement benefit costs

Payments to defined contribution retirement benefit schemes
are charged as an expense or capitalised in contracts in progress,
where appropriate, as they fall due.

Taxation

Taxation represents the sum of the tax currently payable and
deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that
are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group's liability
for current tax is calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date.
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4. Ssignificant Accounting Policies - continued 4. FTEEHBR-& '

Taxation - continued BME-4

Deferred tax is recognised on differences between the carrying ERERA TR B iRk AP R B IR E R ET
amount of assets and liabilities in the financial statements and HERBOR TR L 2R - WIARE
the corresponding tax bases used in the computation of taxable BERBERER - BN AS SRS
profit, and is accounted for using the balance sheet liability BEAVBRNZEER  MEEHIEEER.
method. Deferred tax liabilities are generally recognised for all AT RE B AT I A BB 22 BN B 2 FE SR Bl o
taxable temporary differences, and deferred tax assets are RE - ER—HERSH - ASELEREA 6
recognised to the extent that it is probable that taxable profits PUONRAMBERECEERBERIRT S
will be available against which deductible temporary differences HEBERTHEERBEN  TTgEetE
can be utilised. Such assets and liabilities are not recognised if M HTEHAZSEERAE -

the temporary difference arises form goodwill or from the initial

recognition (other than in a business combination) of other assets BEEHBEAEIIZEARNB AR - RS
and liabilities in a transaction that affects neither the taxable profit BREE DR 2R &S| Bz R 25
nor the accounting profit. MHERR  ME (AN EE B ] S B =Tk R Ea R

E A ARER VAT R AE SR B AIER3 o
Deferred tax liabilities are recognised for taxable temporary

differences arising on investments in subsidiaries, jointly BEBREENREESN S &S IRITED
controlled entities and associates except where the Group is able KR - BEREARTEEE IR SRR R F
to control the reversal of the temporary difference and it is LEBREAEBUDBHIHEK -
probable that the temporary difference will not reverse in the
foreseeable future. EESURTHIRTEERR B (B 18 3 & A8 I8 AR
EAZRERGHE < BIER BN R PR |
The carrying amount of deferred tax assets is reviewed at each EPANRESE o BT E S E B AR A 2S
balance sheet date and reduced to the extent that it is no longer RIS ARAHEZS 2 IEE B - BBELTE: -
probable that sufficient taxable profits will be available to allow THINVE AR AR RS BRIR o ‘
all or part of the asset to be recovered.
shig
Deferred tax is calculated at the tax rates that are expected to RBLEEE T ERES Y SRR - g
apply in the period when the liability is settled or the asset is BB INRE S LAIMNEIE (N IBIT I X5 - 1B
realised. Deferred tax is charged or credited in the income 25 B EAE RS AR & (BN
statement, except when it relates to items charged or credited BREO IR B EEIRE Y 5K) A
directly to equity, in which case the deferred tax is also dealt B MEREER - UHNESIEY SMER L
with in equity. HEEAZEMAEXRENRE - RAFEEAE
ZUNEIIEZ FERIEE - REERARE
Foreign currencies EERZERERSHRY - MBS RAGHE
In preparing the financial statements of each individual group ZIASNESEIEE IR R T EHIRE o

entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in its
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of
exchanges prevailing on the dates of the transactions. At each
balance sheet date, monetary items denominated in foreign
currencies are retranstated at the rates prevailing on the balance
sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in
a foreign currency are not retranslated.
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Significant Accounting Policies — continued
Foreign currencies - continued

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in profit or loss in the period in which they arise, except for
exchange differences arising on a monetary item that forms part
of the Group’s net investment in a foreign operation, in which
case, such exchange differences are recognised in equity in the
consolidated financial statements. Exchange differences arising
on the retranslation of non-monetary items carried at fair value
are included in profit or loss for the period except for differences
arising on the retranslation of non-monetary items in respect of
which gains and losses are recognised directly in equity, in which
cases, the exchange differences are also recognised directly in
equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Company (i.e. Hong Kong dollars) at the rate of exchange
prevailing at the balance sheet date, and their income and
expenses are translated at the average exchange rates for the
year, unless exchange rates fluctuate significantly during the
period, in which case, the exchange rates prevailing at the dates
of transactions are used. Exchange differences arising, if any, are
recognised as a separate component of equity (the translation
reserve). Such exchange differences are recognised in profit or
loss in the period in which the foreign operation is disposed of.

Share-based payment transactions

For share options granted to employees of the Group after 7
November 2002 and had not vested on 1 April 2005, the fair value
of services received determined by reference to the fair value of
share options granted at the grant date is expensed on a straight-
line bases over the vesting period, with a corresponding increase
in equity (share options reserve).

At the time when the share options are exercised, the amount
previously recognised in share options reserve will be transferred
to share premium. When the share options are forfeited after
vesting date or are still not exercised at the expiry date, the
amount previously recognised in share options reserve will be
transferred to accumulated profits.
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Notes to the Consolidated Financial statements

5. Key Sources of Estimation Uncertainty

In the process of applying the Group's accounting policies,
management has made various estimates based on past
experiences, expectations of the future and other information.
The key sources of estimation uncertainty that may significantty
affect the amounts recognised in the financial statements in the
next financial year are disclosed below:

(@)

(b)

(©

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the present
value. Where the actual future cash flows are less than
expected, a material impairment loss may arise. At 31 March
2006, the carrying amount of goodwill is HK$61,646,000.
Details of the recoverable amount calculation are set out in
note 21.

Deferred tax asset

At 31 March 2006, deferred tax asset in relation to unused
tax losses of HK$1,505,000,000 has not been recognised in
the Group’s balance sheet due to unpredictability of future
profit streams. In cases where the actual future profits
generated are more than expected, a material deferred tax
credit would be recognised in the income statement in the
period in which the tax losses are utilised.

construction contracts

The Group's profit or loss arising from construction contract
is determined by reference to the latest available budgets
of individual construction contract prepared by the Group
based on management’s best estimates and judgments.
Provision is made for foreseeable losses as soon as they
are anticipated by management.
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Financial Instruments and Financial Risk
Management Objectives and Policies

The Group's major financial instruments include bank deposits,
bank balances and cash, debtors, loans and interest receivables,
available-for-sale investments, investments held for trading,
creditors, amounts due from (to) associates/related companies/
jointly controlled entities/a minority shareholder, loan from
minority shareholders, and bank and other borrowings. The risks
associated with these financial instruments and the policies on
how to mitigate these risks are set out below:

(@) Market risk
(i) Interest rate risk

The Group's bank borrowings are mainly floating rate
borrowings based on the market rates and are
therefore exposed to cash flow interest rate risk. The
Group currently does not use interest rate swap to
swap its borrowings from floating rates to fixed rates
as the management believes that changes in the
interest rate will not have a significant impact on the
Group's financial position. However, management
monitors closely the interest rate exposure and will
consider using interest rate swap should the need
arise.

(i) Currency risk

Foreign currency risk is the risk that the value of a
monetary item will fluctuate because of changes in
foreign exchange rates. Certain receivables of the
Group are denominated in foreign currencies such as
Renminbi and Australian dollars which expose the
Group to foreign currency risk. The Group currently
does not have a foreign currency hedging policy.
However, management monitors foreign currency
exposure and will consider hedging significant foreign
currency exposure should the need arise.

(iii) Other price risk
The Group is exposed to equity security price risk on
its available-for-sale and held for trading investments.
Management manages this exposure by maintaining
a portfolio of investments with different risk profiles.
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Notes to the Consolidated Financial Statements

6. Financial Instruments and Financial Risk 6. SRTARSHEAKREERERY

Management Objectives and Policies - R &

continued b) ERER

(b) Credit risk AERY T ESBEEARITERRIIRT
The Group's principal financial assets are bank deposits and 17 HERFS REWBMELR/MER
bank balances, trade debtors, and amounts due from related : BFRIA ©

companies/associates.
ARZSEFAEBRIFZIRIT - 8RR
The credit risk on bank deposits and bank balances is limited GRERTEEZEERRAR -
because the counterparties are banks with good reputation. :
AEEERSEHFREBTRETHERLT

The Group’s maximum exposure to credit risk in the event RS ESREENREZRAEERE .
of the counterparties' failure to perform their obligations in A BEABRLIENZERE AR
relation to each class of financial assets is the carrying EREEZEERR  EEECDER—EE
amount as stated in the consolidated balance sheet. In order EEEEERE  CFEENREMEET
to minimise the credit risk, management had delegated a 5 WRTAB BB AR KRB IR E G -
team responsible for determination of credit limits, credit B AERETHBERSHERFZA]
approvals and other monitoring procedures to ensure that U E sREE R fE U B iE A F R B A R
follow-up action is taken to recover overdue debts. In B BRI REE B RIEER R B B
addition, the Group reviews regularly the recoverable e pttms ARRIEERALER
amount of each individual trade debtors and the amounts EERRDKIBREE -
due from related companies and associates to ensure that
adequate impairment losses are made for irrecoverable HREBRFLEAREERS A%
amounts. In this regard, the directors of the Company ERLABETES  3IBBEAEESR
consider that the Group's credit risk is significantly reduced. hER - HANEEERE  BAMNRE
BRI AN ERGRERER - RARA),
Due to the fact that there are only a few major property EERAtEEzERRRBTRE -
developers in Hong Kong, the Group has significant
concentration of credit risk on a number of customers. In (c) RBEEER
view of their credit standings, good payment record in the KEE Y BIEAEBRT R SRS SR
past and long term relationships with the Group, the BREEM T8 o 1o —AERIE B &Y
directors of the Company consider that the Group’s credit B BRI TRUB SRS -
risk is minimal.
o (d) ATHEE

(c)  Liquidity risk AEED TR (B EICEIERE -
The objective of the Group is to maintain a balance between WBES: « UL S - SRITIFER - RITEETE.
the continuity of funding and the flexibility through the use R4 RITREMES Bl BE
of bank borrowings. In addition, banking facilities have been D E/ S N B/ MRS S R
put in place for general funding purposes. B SRR E ) > FIEA R EE - ARELEE

EEEEAEEERS -
(d) Fair value

The carrying amount of the Group's financial instruments AEBETFTRITREMEEER —FEE
(including deferred consideration receivable, debtors, loans g o R EEEREATEENR
receivable, bank deposits, bank balances and cash creditors, B

bank and other borrowings, amounts due from (to) related
companies/associates/ jointly controlled entity, and loan
from minority shareholders) approximates their fair value
due to the short maturity.

Certain of the Group’s bank and other borrowings are
repayable after one year. The carrying value of such
borrowings approximates their fair value.
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Turnover

Turnover represents the total value of contract work certified and
the gross proceeds received and receivable from project
management services in connection with contract work rendered
by the Group, service income from building facilities management,

et A SR 4

e

EEBIRFENERE 2 SHTRBEURAE
EpE AN TIRIZEUAR ERRE R
FOAEE  ETRRERRHUA  NERES
RARBBYA + REME SRR B ML R 8B 5 A

property rental and related income, interest income from loan BRIAEE ST
receivables and gross proceeds from sale of securities during
the year and is analysed as follows:
2006 2005
HK$'000 HK$'000
FET FART
Revenue from construction contracts A ks 3,075,871 3,243,913
Project management service income  TEE EEREWA 26,776 3,770
Building facilities management BT R EIERBUA
service income 5,516 -
Property rental income e N 36,731 36,092
Sales of properties B 8,759 32,980
Interest income from loan receivables  FEURE KT BULA 86,129 -
Dividend income from investments "EZRBUWA 3,024 795
Sale of securities HEES 297,678 270,465
3,540,484 3,588,015
Business and Geographical Segments EFRMESTE

Business segments

For management purposes, the Group’s operations are currently
organised into seven operating divisions namely building
construction, civil engineering, project management, facilities
management, port and infrastructure development, treasury
investment, and property investment. These divisions are the
basis on which the Group reports its primary segment
information.

in prior year, the Group's operations were organised into six
operating divisions namely building construction, civil
engineering, specialist works, treasury management, property
investment, and infrastructure. The specialist works comprised
building materials supply and project management services in
connection with construction contracts. During the vyear,
management of the Group has reorganised the operating
divisions and reclassified the building materials supply relating
to building construction contracts and civil engineering contracts
to building construction and civil engineering divisions,
respectively. Accordingly, the specialist works division is renamed
as project management division in the current year. Certain
comparative figures have been restated to conform with the
current year's classification. In addition, the infrastructure division
is renamed as port and infrastructure development in both years.

ESitopc]

RERHEMS  ARBZEBRIRELRE
BT DRIABTRETR  £ARTIE IR
BEE - REEE BOREEER - EER
ERMERE - WSHMDHEERERE2S
AR 2 B -

£F 0 NEEEBH HAKEES - 235
BFRETIR  DATIR ZEIRE  BEHR
- MERERER - FHRIEREREEAD
ZEMHBERERER - & AEBEEERE
BHEENR - TSETRESHIEMHE
RERTIREONHFEAETRETRDE R
IARTIEZNER - At - AEFFIRTIED BA
HRRE TR - ETHREFETEIIA
NENFEZ I o Bhoh g@"%%@lﬁ]fﬁ
FERARAEOREEZRRES

A VS TR TS
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8. Business and Geographical Segments - 8. EBRMESEH-E
continued BE-_TTAE-A=-1+—AUFEZEBD
Business segment information for the year ended 31 March 2006 HMEBEZFIT - ‘
is presented below:
Port and
Builcing Civil Project Faciities  infratructure Treasury Property
construction  engineering - management  management  development  investment  investment Others ~ Eliminations ~ Consolidated
grpa #0R .
IR tAIE  BRER  RBER  ER¥E  BERE  DERA A HE )
HK$'000 HK$'000 HKS'000 HK$000 HK$'000 HK$'000 HKS'000 HKS'000 HK$000 HK$'000
ThRL Tién Thn TiEn Thn Thn TR Th TR TEn
TURNOVER 1]
External sales e 219,299 856,572 %776 5516 - 38,831 15,490 - - 354048
Intersegment sales A2 HHE 5,649 60,662 - 147 - 3481 15,515 - (86,778) =
2224948 917,234 2,776 6,987 - 390312 61,005 - (86.778) 3,540,484
RESULT &
Segment result Hi5 89916 30,293 16,049 1593 - 79922 12,161 - - 28993
Unallocated EOIY
corporete TERT
EXPENSeS {45,9%)
Intefest income LY PN 2609
Finance costs BANK {16710)
Discout on KB
acquisition of ESoE
additional interest
in Subsidiaries - - - - 8461 - - - - 8461
Increase in fair fEEMIA
value of derivative 2 ATEE
financial instrument ¥ 0 - - - - 01,060 - - - - 41,060
Incresseinfairvale  RBNEZ
of investment NTEE ,
properties il - - - - - - 85,400 - - 85,400
Gainondisposal of  EHBAR
subsidiaries it} (0.456) - - - - - 58,462 6750 - 607%
Reversal of AELTER
impaimentloss  ZBEFE
oninterestin i
an associate - - - - - - - 26914 - 2694
Share of results N
of associates %5 958 % 1,106 - - - - (19,962) 629 (17.184)
Sweciesis  BELER ‘
of jointly e d
controlled entities 1 5 - - - - - - - %
Profit Defore taxation  BEETEA 398754
Taxation HE (52.804)
Profitfortheyear  FE&H 345,950

Inter-segment sales are charged at market price or, where no
market price was available, at terms determined and agreed by

both parties.
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8. Business and Geographical Segments - 8. XBRMENI-—E
continued RIBEXE=ZA=+—AH
At 31 March 2006
Port and
Building il Project  Faclities infrastructure  Treasury  Property
construction  engineering  management management development  investment  investment QOthers  Consolidated
BrRE EOR

T 1ATE  REER  RiEER  ERER EBRA  DERE it e
HK$'000 HK$'000 HK$'000 HK§'000 HK$000 HK$'000 HK$000 HK$'000 HKS'000
T ThIT TERL ThI TARL Thr T ThR T

ASSETS BE
Segment assets PUEE 1,056,702 358,152 45980 3639 2,094,758 960,849 78494 - 4 598,574
Interests inassociates  BERRER 6214 26,152 2564 - 160211 - - 376,527 571,668
Interests in jointly HFEH S

controlled entities i 23 23% - - - - - - 2,570
Unalocated corporate KRR EBE

assets 808,866
Total assets BEE 5981678
LIABILITIES &
Segment liabilities PHERE 870,302 340515 5283 1,895 1163278 96,136 43674 - 2521083
Unallocated corporate. AR CEEE

liabilities 450,658
Total liabilities BaE 291741

OTHER INFORMATION  H#p 5t

Capital additions BRIER 3451 1,369 204 63 3782 259 1,008 2108 14,580
Depreciation of property, 1% - #H R

plant and equipment R e 11,354 6,432 75 34 1,305 1,39 7693 6,369 45N
Allowance for doubtful ~ RE-BfE

debts - - - - - 15,000 - - 15,000
Write back of allowance  REEBHERE

for doubtful debts - - - - - 4,500 27 9,3% 14,173
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Business and Geographical Segments - 8. XBRMESH &
continued BE-ZTRESA=+-BIFEIERS
Business segment information for the year ended 31 March 2005 HERZST -
is presented below:
Portand
Building Civil Project  infrastructure Treasury Property
construction ~ engneering - management  development  investment  investment Others  Hliminations ~ Consolidated
BrRE A0k
I8 DATE  EBEE  EEEE BERE  WERA ftr HE 58
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HKS'000 HK$'000
TR Thr Tr Tén TEx Thi Tién TEL T
TURNOVER 255
External sales Hivpe 2318792 925,121 3770 - 2,20 69,072 - - 3,588,015 ‘
Inter-segment sales PR ERE 38460 82325 - - - 16532 - (73 -
2,351,252 987446 3770 - 211260 85,604 - 17317) 3588015
RESULT E1
Segment result PHEE 83,087 21586 1980 - 8,159 22889 - - 131,701
Unallocated corporate.~ RARLERR
£Xpenses (95,795)
Inferest income A 55
Finance costs BENA (6,266)
Alowance for ElBERA
amounts due HERE ‘
from associates {40,504
(Gain on partiat HEHBRA
disposal of s ‘
subsidiaries s 67968
mpairment loss on BELNAER
interestin JBEER
an associate - - - - - - (182,087) - (182,087)
Gain on disposal and HERBHHE
dilution of interests LRER
in associates BB {19 - - - - - 519,838 - 519873
Share of results EfAgand '
of associates -+ 6,503 (127) (163) - - - 37097 - 830,
 Shareof esults of Bl LRI
jointly controlled BiEgE
entities {76) 803 - - - - - - 7
Profit before taxation B AR 497,163
Taxation i BN
Proft for the year FREN 520935

Inter-segment sales are charged at market price or, where no
market price was available, at terms determined and agreed by
both parties.
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8. Business and Geographical Segments - 8. EBRMENIB-—&
continued R-BFTAE=A=+—8H
At 31 March 2005
Portand
Building Civil Project infrastructure Treasury  Property
construction  engineering management Cevelopment  investment  investment Others  Consolidated
Breg Aok

T tATE  BAEE  ERRR  EBRA MR L4 o
HS000  HKS00  HKSO00  HKSOOD  HKSOO0  HKSOO0  HKSO00  HKSO00
AT TEr AL TAR  TER TR TEn  Tin

ASSETS B
Segment assets AHEE 864734 408131 8534 1911835 173284 7Ab076 - A6
Interests in associates BENRER 5,098 2,063 1,399 - - - 869 38129
Interests in jointly AR

controlled entities s 233 9311 - - - - - 9,544
Unallocated corporate FREREEE

assets 2,606,982
Total assets BEE 7110379
LIABILITIES ff
Segment liabilities PHafRE 658803 478111 189 - 7875 39736 - 154234
Unallocated corporate FARLEER

lapiites ~ * 1853314
Total liabilities Baf 3,395,658
OTHER INFORMATION HpEd
Capital additions BRER 52,936 1470 - - - 2405 7,001 63812
Amortisation of goodwill HERE 3371 - - - - - - 3371
Depreciation of property, 0% - BRR

plant and equipment FEE 18,866 12,700 - - - 8479 9349 49,394
Impairment loss on BERME

goodwill 9,554 - - - - - - 9,554
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Notes to the Consoliaated Financial statements

8. Business and Geographical Segments - 8. EBRMESSE— &
continued 1 4 &5
Geographical segments ANEBZ EBUNRPEARLME (FAERE
The Group’s operations are located in the People’s Republic of PIERSN (TR ELD) - BB RORP -
China other than Hong Kong and Macau (the “PRC"), Hong Kong
and Macau. TREWEMISE S (TmiRn,/ RIS RIRH)

REAREEEEB O -
The following table provides an analysis of the Group’s turnover
by geographical market, irrespective of the origin of the goods/

services:
2006 2005
HK$'000 HK$'000
THEx FHTT
Hong Kong B 3,113,854 3,477,040,
Macau SRFT 389,050 71,871
PRC F 37,580 39,104
3,540,484 3,588,015,
The following is an analysis of the carrying amount of segment UTAEIREEZ RS - HolEER.
assets and capital additions, analysed by the geographical area AERERERZ DM
in which the assets are located:
Carrying amount ‘
of segment assets Capital additions
NEHEEREE BAIER
2006 2005 2006 2005,
HK$'000 HK$'000 HK$'000 HK$'000,
T#Ex FHET FERT :Fi%ﬁ:‘
(restated)
(BEFHER)
Hong Kong HE 3,271,260 5,104,886 10,594 62,486
Macau P 174,715 30,465 - 64
PRC $h 2,535,703 1,975,028 3,986 1,262
5,981,678 7,110,379 14,580 63,812‘
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Other Income 9. HibdtA
2006 2005
HK$'000 HK$'000
Fi#xT FHET
(restated)
(BEHVER)
Interest income FEWA 25,921 52,236
Imputed interest income on deferred  REUCETEREHE
consideration receivable FEMA 175 -
Recovery of interest and legal W E B RSt AT S AR 2
expenses in connection with a B MR 2 kR
court action against the vendor of 2B EARER
a former associate 82,289 -
Write back of allowance for RO RARE S
doubtful debts 14,173 -
Exchange gain on foreign currency HNEETE H Wk 2% - 31,588
Increase in fair value of listed REEBZ EHREZ
investments held for trading NEEEEN 636 -
Others EAih 43 283
123,237 84,107
Other Expenses 10. HEH
2006 2005
HK$'000 HK$'000
FBT FHET
Penalty of interest charged on HERMEARZ
capital gain tax in connection BEER
with disposal of a former associate ZEB 46,500 -
Allowance for doubtful debts RERBE 15,000 -
Exchange loss on foreign currency SNISTE 5 B8 16,428 -
Allowance for amounts due from NI R ]
associates Rt - 40,504
Net unrealised holding loss on REHEHMEmREY
listed other investments R BEFHE - 6,424
Impairment loss on listed THRERS 2 HE
investment securities gti=! - 92
Impairment l0ss on properties BIELEWEZRE
held for sale fgti=| - 3,000
Impairment loss on goodwill R BEEE - 9,554
Others EHfth 934 -
78,862 59,574
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Notes to the Consolidated Financilal statements

11. Finance Costs 1. BE A
2006 2005
HK$'000 HK$'000
FHET FHET
Borrowing costs on: ERUK A
Bank borrowings wholly repayable BERAFAZBER '
within five years ZERITIER 17,763 10,418
Loan from a minority shareholder RELERRZER 8,392 4,833
Others HAh 1,632 14
27,787 15,265
Less: Amount capitalised in respect W OBEERAHNIREAR
of contracts in progress 2 EEE (2,685) (2,697)
Amount capitalised in respect BIERRPEAER '
of project under development k¢ | (8,392) (6,302) .
16,710 6,266 -

112 P(lC) PYI Corporation Limited | Annual Report 2006



W R MATRIX Rl al

12. Directors’ and Employees’ Emoluments 12. EEREERE

(@ The emoluments paid or payable to each of the nine (2005: @@ BNSEfIECEZARF +Z8E
twelve) directors are as follows: EZAZBEWT :
Retirement
Salaries benefit
and other  Discretionary scheme
Name of directors Fees benefits bonus  contributions Total
R RIRER
EENE e Hfth 3 H) BE AL HEGEN &aFt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHIT FHIT FHETT FHTT TR
2006
Lau Ko Yuen, Tom =Y 200 2,700 836 180 3916
Chan Fut Yan B (3R 2 4 1,053 - 105 1,162
Chau Mei Wah, Rosanna B 4 1,053 - 105 1,162
Cheung Hon Kit SRES 4 - - - 4
Chan Kwok Keung, Charles PR B4 180 368 - 37 585
Chow Ming Kuen, Joseph [ 488 - - - 488
Kwok Shiu Keung, Ernest Fhaa 312 - - - 312
Chan Shu Kin ReRAg! E2 308 - - - 308
Cheung Ting Kau, Vincent sREIR 4 - - - 4
1,504 5,174 836 427 7,941
2005
Lau Ko Yuen, Tom sR 10 2,400 5,000 150 7,560
Chan Fut Yan PR 35 & 10 2,400 5,000 240 7,650
Chau Mei Wah, Rosanna Ak 10 2,400 5,000 240 7,650
Cheung Hon Kit SRER 10 - - - 10
Chan Kwok Keung, Charles PR 4 10 1,200 - 120 1,330
wong wing Hoo, Billy FOKE 8 1,382 1,200 43 2,633
Law Man Wah, Conrad v 8 1,273 300 42 1,623
Lee Hon Chiu TEH 8 894 500 45 1,447
Chow Ming Kuen, Joseph BB 121 - - - 121
Kwok Shiu Keung, Ernest gho8 240 - - - 240
Chan Shu Kin e A R 122 - - - 122
Cheung Ting Kau, Vincent REIK 125 - - - 125
682 11,949 17,000 880 30,511
The above discretionary bonus is performance related FRBEEA T2 E A EEMBEFE 2
incentive payment determined by reference to the results EMEEZESEREHE -

of the Group for both years.
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Notes to the Consolidated Financial Statements

12. Directors’ and Employees’ Emoluments - 12. EBREERE &
continued b) REME
(b) Employees’ emoluments AEERAFERURSHAEBRENE
The five highest paid individuals in the Group for the year NER REE(CTTRF  WEE
included one director (2005: four directors) of the Company, F) - AASFEM E I E12@FTH -

details of whose emoluments are set out in note 12(a) above.

HHRBAKEES XN (ZETREF
The aggregate emoluments of the remaining four (2005: one) —R)BERFABZAMENT
highest paid individuals, who are employees of the Group,
are as follows:

2006 2005
HK$'000 HK$'000
FHERT THET
Salaries and other benefits e REMER 6,141 2,355
Discretionary bonus BFETEAT 2,996 500
Retirement benefit scheme IRRREFFT B
contributions 159 23
Share-based payment expense BARE R 50 2 B 926 -
10,222 2,878
Their emoluments were within the following bands: HEMSR/AT
Number of employees '
EBAH !
2006 2005
HK$2,000,001 — HK$2,500,000 2,000,007 7T — 2,500,000/ 7T 2 -
HK$2,500,001 — HK$3,000,000 2,500,001 7T —3,000,0007& 7T 2 1
4 1
During the year, no emoluments were paid by the Group to FR - AEBEYEATINGEHAS (B,
the five highest paid individuals, including directors, as an BEE) NS AERINAREEKR
inducement to join or upon joining the Group or as IMAREES 2 480 - siiEABREE - -
compensation for loss of office. In addition, none of the o - FRAMETAESHETAMSE -

directors has waived any emoluments during the year.
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13. Profit before Taxation

Profit before taxation has been
arrived at after charging:

Amortisation of goodwill (included
in administrative expenses)

Auditors' remuneration

Release of prepaid land lease
payments

Depreciation of property, plant and
equipment (note (a) below)

Operating lease rentals in respect of;
Premises
Plant and machinery

Staff costs (note (b) below)

Cost of construction works
recognised as an expense

Allowance for doubtful debt (included
in administrative expenses)

and after crediting:

Rental income under operating
leases in respect of:
Premises, net of outgoings
of HK$14,557,000
(2005: HK$19,867,000)
Plant and machinery
Gain on disposal of property, plant
and equipment
Realised gain of investments held
for trading

BRBLATE FIE R

& GIATTEX)

RHAE
RBIEN TR E IR

MR B RBZITE
(P Ft5E(a))
REmENES
1BF
T
BT H (T HisEb)
SHERS 2 RE TR A

RIREE GIATTHHX)

LEEA

RERHZASRA

BT DB
14,557,000/ 7T

(ZZETREF : 19,867,000/ 7T)

i B R
R Em R
2 s
FHFEEIE 2 DB
e

wh B AT TFXAXEF) L

13. BRBALEF

2006 2005
HK$'000 HK$'000
THEx FAT
(restated)

(EHFHFER)

- 3,371

3,914 2,442
2,677 3,190
29,180 47,249
2,423 48
1,252 8,614
118,589 128,589
2,879,762 3,055,350
12,161 5,819
22,174 13,154
539 64
19,927 917
13,818 15,005

$
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Notes 10 the consolidated Flinancial staterrients

13. Profit before Taxation - continued 13. BB ALER — &
Notes: M3 -
2006 2005
HK$'000 HK$'000
FiBx FHET
(@) Depreciation of property, plant ME - BRREEITE
and equipment:
Owned assets BEEEE 34,591 49,394
Less: Amount capitalised in B BEEREN
respect of contracts TEER
in progress ZHE (4,106) (1,546)
Amount capitalised in BERRPIER
respect of project under BRZEE
development (1,305) (599)
29,180 47,249
(b)  Staff costs: BIXH:
Directors’ emoluments (note 12) EEMS W12 7,941 30,511
Other staff costs: HEBITEHH :
Salaries and other benefits i & H AR A 252,361 286,002
Retirement benefit scheme RIERFHEMRER -
contributions, net of forfeited SR S8 W fit £k 2,854,000/ 7T
contributions of HK$2,854,000 (ZZETFEF : 1,914,000/%7T)
(2005: HK$1,914,000) 7,288 9,900 ‘
Share-based payment expense AR S HREZBX 5,082 -
272,672 326,413
Less: Amount capitalised in B B{EEREHNIR
respect of contracts ARz
in progress (150,856) (197,824)
Amount capitalised in BiEREPHEER
respect of project under B
development (3,227) -
118,589 128,589
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14. Taxation 14. HiIE

2006 2005
HK$'000 HK$'000
FHET FET
(restated)
(EF5IER)
The charge (credit) comprises: BB (RR) B3
Hong Kong Profits Tax: EEFEN
Current year REE 4,101 -
Underprovision in prior years BEFEEETR 1,877 21
5,978 21
Overseas taxation: AEIMEIR
Current year AEE 3,332 5,035
Underprovision in prior years BEFEEETTE 40,000 -
43,332 5,035
Deferred taxation (note 30) YEIEFIE (FH3E30) 3,494 (28,828)
Taxation attributable to the Company RARREMBAF]
and its subsidiaries FEAG IR 52,804 (23,772)
Hong Kong Profits Tax is calculated at 17.5% (2005: 17.5%) of the EENESBIVBIEATE 2t BRBUR AR
estimated assessable profits for the year. ME175%(CETRE - 17.5%) 5H -
Overseas taxation is calculated at the rates prevailing in the EYNRIBRBEETAEE 2 BRR R -

respective jurisdictions.
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14. Taxation - continued 14. I8
The taxation charge (credit) for the year can be reconciled to the AER 2 RIEX W (%) BRI B
profit before taxation per the income statement as follows: A ERRIAT
2006 2005
HK$'000 HK$'000
FHxT T
(restated)
(BE#PIR)
Profit before taxation R A AL 398,754 497,163
Tax at Hong Kong Profits Tax rate REBFEHHE17.5%
0of 17.5% (2005: 17.5%) (ZEERF 175%) HE S HIE 69,781 87,003
Tax effect of share of results of BB LR ,
associates/jointly controlled Fh[RIF I v 2 4k :
entities ZHigRE 3,003 (7,706)
Tax effect of expenses not deductible TER S 5 AT 060 B <2
for tax purpose LR RE 23,666 44,883
Tax effect of income not taxable for ERBAEBERRRA
tax purpose 2iRER e (70,357) (112,115)
Tax effect of deductible temporary RERAE 25 ‘
difference not recognised 2R 2,087 (3,434)
Tax effect of utilisation of deductible AR FERR ‘
temporary difference previously RIHIR B 2 5 '
not recognised R (9.207) {4,857)
Tax effect of tax losses not recognised ARERVBEB T E 12,572 11,655
Tax effect of utilisation of tax losses B AT AR BISEIE
previously not recognised 2R (23,225) (16,196)
Tax effect of different tax rates of REM AR EL ER
subsidiaries operating ZHB AR Z TRHE ,
in other jurisdictions TR 2,607 (23,026)
Underprovision in prior years BEFRBETE 41,877 21
Taxation charge (credit) for the year AEEHIERY (%) 52,804 (23,772)
Details of the deferred taxation are set out in note 30. IRIERITE 2 IS E P 330 -
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15. Distribution

15. 4rilk

bl A e SR L A L g

2006 2005
HK$'000 HK$'000
FHERT FHT
Dividends recognised as distributions RERTHERBRADE]
to equity holders of the Company A ADIK
during the current year: RS
Interim dividend paid for 2006 BN ZETARFRHRE
- 1.5 cents (2005: 1.5 cents) —HH1.558
per share (ZEZTRF 1.581) 20,513 20,538
Special dividend paid ETERIAR S
—70.0 cents (2005: Nil) — &R%70.07%4L
per share (ZZLRF  8) 957,177 -
Final dividend paid for 2005 BN EEHERARS
- 1.5 cents (2004: 1.5 cents) — &A% 55310
per share (ZZZEMF - 1.584) 20,380 20,179
998,070 40,717
Dividends proposed in respect of BENBE2EZRE
current year:
Final dividend proposed for 2006 BN _ETREREARE
- 1.5 cents (2005: 1.5 cents) per share — RSB (CEERF - 1.580) 21,969 20,511

Of the distribution made during the year, approximately
HK$13,194,000 (2005: HK$17,591,000) and HK$16,737,000 (2005:
Nil) were settled in shares under the Company’s scrip dividend
schemes announced by the directors of the Company on 20
September 2005 and 12 January 2006 in respect of the final
dividend for the year ended 31 March 2005 and the interim
dividend for the six months ended 30 September 2005,
respectively, and were credited to the accumulated profits of the
Company during the year.

On 4 May 2006, the directors of the Company resolved to declare
a special dividend by way of distribution ("PYI Distribution
Scheme”) of the value to be derived from the Group's divestment
of China Strategic Holdings Limited ("China Strategic”, an
associate of the Group) to the Company’s shareholders whose
names appeared on the register of members of the Company on
26 May 2006 upon the completion of the group restructuring of
China Strategic ("Group Restructuring”).

On 19 May 2006, China Strategic completed the Group
Restructuring which involved () the transfer of all the subsidiaries
of China Strategic carrying on property development and
investment holding business and investing in vessels for sand
mining and all other associates of China Strategic carrying on
manufacturing and marketing of tires and providing package tour,
travel and other related services to Group Dragon Investments
Limited ("GDI"), and (ii) the distribution in specie of shares in GDI
("GDI Share") to its shareholders, including the Group, on the basis
of one GDI Share for every China Strategic consolidated share
held.

ERREPHE3,194,000/E T (ZBTRE
17,591,000 7T) %.16,737, 000 T (ZEEH
F ) DIRBARTESRZETREFN
B-_t+AMEBE_STRAF-A=+—RLtF
EZRBREER TS E—A+BHE
E-ETRAFAAZTALANEAZFHBRE
i 2 AR RIAR R BT8R M S+ » 1t
HHEORNFEABALRRRENEF) o

RZBZERFRAMA - FRRESFHATIR
FRIIER  ARAAREARERRFTREES
RAR([PE] - AEE—BERR])AEEE
DETF_FBTARFRAAZTRBRFERAR
RAMzADBRR (MRESIRRTE) @ B
AhREMEE ([RESA]) TRE -

ZEEXRFRATAR - PEREKEBEA
BRETREAT 2EEENERBERIRER
BEBRIRENRTOM - ARPRAEEBE
SEINEHRIREE - R R EMBRRE
BERRERETHEREARAR(BHEED ¢
R)VEY D IRRERE 2 Wi ([BFRERR{D)) TR
R(BEAEE)  BERERHE-BRPREH
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15. Distribution - continued

Upon completion of the Group Restructuring, the Group would
be entitled to 129,409,897 GDI Shares and Hanny Holdings Limited
("Hanny", a substantial shareholder of China Strategic) would
make a voluntary offer (“GDI Offer”) to the shareholders of GDI to
acquire alt the GDI Shares on the basis of either (a) 1 share in
Hanny (“Hanny Share”) plus HK$1.8 in cash for every 5 GDI Shares,
or (b) a 2% 5-year convertible bond issued by Hanny with face
value of HK$15 each (“Hanny Bonds") for every 5 GDI Shares.

Under the PYI Distribution Scheme, for every 500 shares in the
Company, the Company'’s shareholders would be entitled to
receive the value derived from 40 GDI Shares in the form of either
(a) 8 Hanny Shares plus HK$14.4 in cash, or (b) 8 Hanny Bonds.

Based on the election of the Company’s shareholders, on 16 June
2006, the Company announced that holders of approximately
311,232,201 shares and 1,153,100,543 shares in the Company
elected for Hanny Shares plus cash and for Hanny Bonds,
respectively. Consequently, the Company accepted the GDI Offer
in respect of the entire 129,409,897 GDI Shares held by it and
paid to its shareholders special dividend equivalent to the value
derived from 117,143,920 GDI Shares in the following forms:

(@) anaggregate of 4,979,616 Hanny Shares plus HK$8,963,000
in cash; and

(b) an aggregate face value of HK$276,737,000 Hanny Bonds.

The directors consider that the fair value of a GDI Share, when
liquidated in the form of Hanny Bond is HK$2.78 by reference to
the valuation report dated 19 May 2006 prepared by RHL Appraisal
Ltd., an independent valuer not connected with the Company.
As such, the special dividend is equivalent to about HK22.2 cents
per share of the Company.

Following the distribution of the special dividend by the Company,
the Company retained an aggregate face value of HK$36,798,000
Hanny Bonds (equivalent to 12,265,977 GDI Shares) for its own
benefit.

Details of the above transactions were set out in the Company's
circular and announcement dated 29 May 2006 and 16 June 2006,
respectively.

The amount of the final dividend proposed for the year ended 31
March 2006, which will be in the form of cash with a scrip option,
has been calculated by reference to the 1,464,579,910 issued
shares as at the date of this report.
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16. Earnings Per Share

The calculation of the basic and diluted earnings per share for

16. BREHN

LAt A e SR AL IR LS

REFEFREAREERFTIREA TSR

the year is based on the following data: "
2006 2005
HK$'000 HK$'000
FHET FHET
Earnings attributable to equity holders AT EERERREHEET
of the Company for the purposes ZAREREFERAA
of basic and diluted earnings per share FEIE & 310,487 521,920
Number Number
of shares of shares
ROBE iin & B

Weighted average number of

HESREFAEMZ

ordinary shares for the purpose I mAR pntE
of basic earnings per share EHH 1,367,759,328 1,355,352,439
Effect of dilutive potential ordinary shares: BB IEAR Y WE
Share options SRR 2,861,857 1,398,760
Weighted average number of ordinary HEGREERTN 2
shares for the purpose of TEAR INAE
diluted earnings per share T 1,370,621,185 1,356,751,199

AR b SC B 2 B AL IR 0T 5T R A8 3T @ B I
% ANERERIAREE LW SRANEHY
. TREMHERELRNZHE -

Pursuant to the adoption of new and revised accounting policies
as described in note 2 above, the reported earnings per share
for the current and prior years have been affected. The following
table summarises the impact on basic and diluted earnings per
share:

Impact on basic
earnings per share
HEREABNIEE

Impact on difuted
earnings per share
HEREIaN g

2006 2005 2006 2005

HK$ HK$ HK$ HKS

BT T BT AT

Figures before adjustments AERRET 0.200 0.386 0.200 0.385
Adjustments arising from fEFREE] RABET

application of new and v SR
revised accounting policies BEEZFE 0.027 (0.001) 0.027 -
Reported ERHUT 0.227 0.385 0.227 0.385
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17. Property, Plant and Equipment

NULes O Ul LUTNLUNAALEU FiflallCldl StatelTiernts

17. 9% ~ W RR

Furniture,
Motor  fixtures and
Plant and vehicles computer
Buildings machinery  and vessels equipment Total
A -
KER
#F B R FE R BiMEE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TEL AT AT FAT
CosT B
At 1 April 2004 RZZFTMNENA—H
- as originally stated — R 256,029 413,391 84,923 137,628 891,971
- adoption of —-FHEESH
HKAS 17 ERZE175 (165,471) - - - (165,471)
- as restated —EHFR 90,558 413,391 84,923 137,628 726,500
On acquisition of subsidiaries R BB AR - - 460 11 an
Additions B - 773 5,901 5,481 12,155
Disposals ok - (27,004 ) (2,105) (2,354) (31,463)
At 31 March 2005 RZEFHF=R=+—H 90,558 387,160 89,179 140,766 707,663
On disposal of subsidiaries BHEMERR (89,678) (23,667) (62,584) {70,413) (246,342)
Additions AE - 4,447 4,650 5,483 14,580
Exchange realignment fE A% 20 - 82 59 161
Disposals HE - (309,615) (5,880) (3,885) (319,380)
At 31 March 2006 RZET~EZA=1+—H 900 58,325 25,447 72,010 156,682
DEPRECIATION AND HERHE
IMPAIRMENT
At 1 April 2004 RIZEMEMA—F
- as originally stated — WA 40,902 323,144 25,090 85,202 474,338
- adoption of —-BEREEE
HKAS 17 EBIE17H (27,515) - - - (27,515)
- as restated =tit]ld 13,387 323,144 25,09 85,202 446,823
Provided for the year REEEE 1,805 24,958 9,531 13,100 49,394
Eliminated on disposals G HE - (22,316) (1,796) {1,720) (25,832)
At 31 March 2005 RZZERFZA=+—H 15,192 325,786 32,825 96,582 470,385
Provided for the year AEEEE 1,445 13,833 7.922 11,391 34,591
Exchange realignment EH AR 2 - 8 7 17
Eliminated on disposal HEMBARE%
of subsidiaries EaEE] {16,438) {15,500) (17,837) {44,221) (93.996)
Eliminated on disposals HEBHE - {280,813) (5,655) (3,647) (290,115)
At 31 March 2006 RZEERFZA=1+—H 20 43,306 17,263 60,112 120,882
CARRYING AMOUNT fREE
At 31 March 2006 RZEERE=A=1+—H 699 15,019 8,184 11,898 35,800
At 31 March 2005 RZZTLAF=A=+—H 75,366 61,374 56,354 44,184 237,278
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17. Property, Plant and Equipment - continued 17. % - BB RBE—E

The above items of property, plant and equipment are depreciated P EREREUEREITE - TR0
on a straight line basis at the following rates per annum: I
Buildings Over the remaining period of BF RS ARABRY A +F
the relevant leases or fifty AREE B%E)
years, whichever is shorter WA B 5% 1 10%
Plant and machinery 10% FE AR 10%—20%
Motor vehicles and vessels ~ 10% — 20% EINSE 20%
Furniture and fixtures 20% EF RN 33 3%
Computer equipment 33 3%
BFREESTNAT :

The carrying amount of buildings are analysed as follows:

2006 2005
HK$'000 HK$°000
FHET FHAT
Buildings erected on long-term FERAREE
leasehold land in the PRC T HEFTERAEE 135 138
Buildings erected on medium-term FEFE i
leasehold land in: FIE8FR -
Hong Kong B - 74,660
PRC R 564 568
699 75,366
18. Investment Properties 18. HEME
2006 2005
HK$'000 HK$°000
FHERT T
VALUATION e
Balance brought forward AR RTEETT 455,000 515,000
Increase in fair value during the year KEEZ NFEBEEM 85,400 -
Disposals L& (540,400) (60,000)
Balance carried forward e - 455,000
The investment properties at 31 March 2005 were held under R-ZEERE=-A=+—ABZEEMEDIRE
medium-term leases in Hong Kong. The fair value of the BUPHROEE - R-ETRFNAZTH
investment properties at 30 September 2005 has been arrived ZiEmEr A TFEET RKMITIHERERB
by RHL Appraisal Ltd., an independent professional valuer, not PR T (H s AR RIMEHR R E 2 B EAM)
connected with the Group, by reference to market evidence of SEFPWERTHENE - DREGBELER
transaction prices for similar properties. This revaluation gives F{B{H1E 85,400,000/ + BAFAZ K
rise to an increase in fair value of HK$85,400,000 which has been R ©

credited to income statement during the year.
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19.

20.

Project under Development 19. BRHPIEE
2006 2005
HK$'000 HK$'000
FHET FHT
Land and sea use rights b K I R A 1,649,337 1,669,907
Development costs BRAR 309,532 136,559
1,958,869 1,806,466

The amount relates to a development project located in Jiangsu
Province, the PRC. The Group is undergoing the reclamation of
certain parcels of land from the sea for development for future
sale. According to the land/sea area use certificates, the land/
sea area use rights are granted for a term of not less than 50
years commencing 2004. The project development will not be
completed within the normal business cycle and, accordingly,
the amount is classified as non-current.

Prepaid Land Lease Payments

The Group’s prepaid land lease payments represent land in Hong
Kong held under medium-term leases and are analysed for
reporting purposes as follows:

20.

BEFRR A BT ERE 2 BRIBA G -
AEEBSHESE TIE L BERRER
REERZ - RBLI0TERERE B2
L RERE s BB R T TMERER
DIS0%F - BRIAE BT ERIEREEBH
WK - R EFIRTIIEIERE -

AL EERE

AEE 2 BN L IEESRIER AN EBREFR.
HHEERBZ L BOMIERBRRMOT

2006 2005

HK$000 HK$'000

FHT FHET

Non-current assets ERBEE 23,136 131,576
Current assets BB E 575 3,190
23,711 134,766
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21. Goodwvill 21. 58
HK$'000
FET
COST A
At 1 April 2004 R-ZEZEMFMA—AR 385,531
On acquisition of subsidiaries U BT B N B FEEAE 60,740
At 31 March 2005 R-ZEERF=A=+—H 446,271
Elimination of accumulated amortisation on RN E B RS 2R
adoption of HKFRS 3 (note 2) B3R BT () (116,285)
At 1 April 2005, as restated RZEZRFMA—A - EFFIKR 329,986
Write off i 88 (268,340)
At 31 March 2006 RIEZNFE=A=+—H 61,646
AMORTISATION AND IMPAIRMENT MR RE
At 1 April 2004 RZZEZTWNFEMAE—H 371,700
Provided for the year REFERE 3,371
Impairment loss recognised EHERREEE 9,554
At 31 March 2005 RZZEZRE=A=+—H 384,625
Elimination of accumulated amortisation on HIERENE B RSER
adoption of HKFRS 3 (note 2) SE35R 2 REMH G (MHET2) (116,285)
At 1 April 2005, as restated R-ZEZEAFMA—H  EFIIE 268,340
Eliminated on write off () i 4 P £ 8 (268,340)
At 31 March 2006 R-FERFZA=+—8 -
CARRYING AMOUNT BREE
At 31 March 2006 RIFEXF=ZA=+—H 61,646
At 31 March 2005 R-ZEBEERF=-A=+—H 61,646

~TTHFZA=+-A7  BEMREMET
AR 0B 20F B -

Prior to 31 March 2005, goodwill was amortised over its estimated
useful life ranging from 10 to 20 years.

HBEAAME - HER_FTNF=A=T
—RZRHEDNRARTEERIREN -

For the purpose of impairment testing, the carrying amount of
goodwill at 31 March 2006 has been allocated to building
construction cash generating unit (“CGU").
FABREN 2 AIREENIEEREEAES
EMEE © NERBBIEEIREFTILERRMF
2RI BT E AR SRR - I HER
FKRNFEZRERBAERESRIETIER - 18
BRERZNRE L% - TREBEEREZ
KIEABEERE - DHUASHAEIHEEMATR
REBEEBHMSERZAHMERE -

The recoverable amount of the above CGU has been determined
based on value in use calculations. The Group prepares cash flow
forecasts derived from the most recent financial budgets
approved by management for the next two years and extrapolates
cash flows for the following eight years with a steady growth
rate of 5%. The rate used to discount the forecast cash flows is
8%. The value in use calculations is calculated based on the
budgeted gross margin, which is determined using the unit's past
performance and management’s expectations for the market
development.
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22. Other Intangible Assets 22 HiwBLEE
2006 2005
HK$'000 HK$ 000
FHxT FHT
Other intangible assets comprise: Hib P EERE
Club membership in Hong Kong, at cost REBZ TS - BRA 7,062 12,422
Motor vehicles registration marks, at cost SEERDIRAS  EAR 973 3,059
8,035 15,481
The above intangible assets have indefinite useful life. The PR EEAERAEREHS c EE2RAE
directors are of the opinion that the club membership and motor ek RE R ERISEESEMSRERZD
vehicles registration marks are at least their carrying amounts HEREEREE -
by reference to quoted price in the market.
23. Interests in Associates 23 B NR#E
2006 2005
HK$°000 HK$ 000
FHx FHT
Cost of investment in associates, WEME DT ZHRA
less impairment; HIBR R -
Listed shares in Hong Kong 8 LR,
(note (a) below) (N Hd (@) 513,192 486,278
Unlisted investment in the PRC AIELHIRE
(note (o) below) i) 160,211 -
Other unlisted investments HAIE LTI E 64,985 61,086
738,388 547,364
Share of post-acquisition profits B ERED (B5E) -
(losses), net of dividends received W B RS (166,720) (166,155)
571,668 381,209
Market value of listed shares A LFTRG
in Hong Kong ZhE 258,820 139,763
'

126 m") PY! Corporation Limited | Annual Report 2006



23. Interests in Associates - continued

Notes:

@

The listed shares in Hong Kong represent the Group’s 29.36%
(31.3.2005: 29.36%) equity interest in China Strategic Holdings
Limited ("China Strategic”). The Group's share of net assets in
China Strategic at 31 March 2006 is calculated based on their
net assets at 31 December 2005 as shown in its latest published
annual report.

On 14 March 2005, China Strategic, Hanny and certain others
announced a proposed Group Restructuring by China Strategic
(see note 15), and that the Company and Hanny entered into a
conditional sale and purchase agreement with an independent
third party (the “Purchaser”) for the disposal of a 15.3% equity
interest in China Strategic (the "Disposal”) by each of the
Company and Hanny for a consideration of HK$26,055,000 each.
The directors, having considered the estimated recoverable
amount under the conditional sale and purchase agreement,
determined that an amount of HK$182,087,000 in respect of
the interest in the associate has been impaired and charged to
the consolidated income statement for the year ended 31
March 2005.

During the year, the directors have assessed the estimated
recoverable amount of China Strategic based on the terms of
the scheme of Group Restructuring of China Strategic as set
out in the circular dated 10 September 2005. Accordingly, an
impairment loss of HK$26,914,000 previously recognised has
been written back in the consolidated income statement.

The Disposal is conditional upon, inter alia, the completion of
capital reorganisation and Group Restructuring of China
Strategic. Upon completion of the Disposal, the Purchaser will
make a mandatory unconditional cash offer to acquire the
remaining shares in China Strategic at a price of HK$0.386 for
each China Strategic consolidated share. The Disposal has not
been completed as at 31 March 2006.

Further details of the Group Restructuring of China Strategic
and the declaration by the Company of distribution in specie
of the value to be derived from the Group's divestment of China
Strategic to the Company’s shareholders are set out in note
15.

At the date of this report, the Group's interest in China Strategic
was decreased from 29.36% t0 14% and the Group also retained
an aggregate face value of HK$36,798,000 Hanny Bonds (see
note 15).

NIY N2 0440 TIW N TITD KR

23. BB ARIES -
i

a)

&

BELTROEAEERPREEERAF
([FEN22936% (“ETRFE=A=1+—
B : 29.36%) BANER - RAEBER_TEX
FZAZ T BEETRZEEFETRE
PRI B FRAITR_FTAF+
“RA=t+—BZEBEFEHE -

ZZERF=ATEAE - R BARET
H T ESmEtmP T SEEA (RAT
F15)  AARARBEABREBEYE=R
(TEADFTL—RERGERRE  BEQ
Bl R #5 B % 5 LA B 26,055,000 T &
15.3% P2 AR (HEFHE]) - #F
ERBGMHERBBERT 2 hE Tk EE
% EBEERNBEAAEBZARAE
182,087,000 LI E RER & WS RPN

BEFSRAFRESREBETER _ZZRFNA
+ATE 2 BEFE 2 PR EBEEBIE
K FHERERZ G TTIREEE - Bt - AT
B R RIER1E26,914,0008 TERES
WeERp RO -

HERHEDZE HPEE) U RERERS
BEREHEREGRT (HEEMD) - TREE
IR - BT BRERPREHRN0.386
BT RS - PR TARD RIS
RS RERER - HEFRR_TTRF
ZA=T—HERTK -

FREEABARKDTTHAEAR TR LA
BN kEERHETRABEAZE— P
EETIRRBTRES

RARERR  FEERDRZEFD B
29.36% MEZE14% - 4K E MRER EHEE
36,798,000/ 7T 2 MBEUES o (RME15)
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23. Interests in Associates - continued

Notes: — continued

(0)

On 12 August 2005, the Group entered into agreements to
participate into the assets reorganisation of Nantong Port Group
Limited (“Nantong Port Group”) which is a state-owned
enterprise registered in the PRC. Nantong Port Group is
principally engaged in providing cargo loading and off loading,
storage, shipping agent, cargo agent, ship anchoring, ship
repairing, port machinery, shipping logistics and ship piloting
services in Nantong Port, Jiangsu Province, PRC. According to
the agreements, the Group would inject approximately RMBA35
million in cash into Nantong Port Group in return for a 45%
interest in its registered capital. Details of the investment are
set out in the Company’s circular dated 22 August 2005. At 31
March 2006, the Group has paid approximately HK$160 million
into Nantong Port Group which represents 22.7% of the equity
interest of Nantong Port Group. The Group shall contribute the
outstanding HK$274 million into Nantong Port Group upon the
fulfilment of certain conditions as stated in the agreement. The
contracted commitment in relating to the additional interest
approximates the fair value of the additional interest at 31 March
2006.

The combined summarised financial information in respect of
the Group's associates is set out below:

23. BRE N RS-
fisE - — 4

)]

RZZBERENA+Z8 - "EEFTRH
2EmREDEMARRQ R (FEA O EE)
(—FBEEfizBaRR) cEEEM -
wEENEEERZNPRTHFEEBANE
REEYRE  #F - HERE BEX

B - BOMARS - MAE  EERRE

& MMREREIRT  SIMEER - BREH
# o AEEEREREORERIEREAR
#£435,000,0007T  IREUEA HFHE R45%
X - REFFCLHNERAFAHAREE
AENAZTZBZBEAN - RZETR

ZA=Z+—B  AEEEMBEEENEER

149160,000,000% 7T (M5 EBE D RER

AHERR22.7%) © MAGRERATL - (HREA O E
EERkE T - ARRERS A ERECREN
2.274,000,0007T - RZBERF=ZA=
+—8 - BEIMER 2 fUE R EEIME
AP EEEE -

ARAEERLS QR Z AR R ER
T

2005

2006
HK$'000 HK$'000 -
FER FHET
Total assets BERE 4,123,251 2,024,561
Total liabilities wmafE (1,578,583) (423,960)
Net assets EEFE 2,544,668 1,600,601
Group's share of associates’ AEEBRHENT '
net assets ZEAEFHE 571,668 381,209 .
Turnover B 597,953 19,699,730
{Loss) profit for the year E [ (B518) %R (85,841) 347,310
Group's share of (loss) profit of AEBEBSEE AR
associates for the year 2 FE (E518) A (17,184)

43,310

Particulars of the Group's principal associates at 31 March 2006 are
set out in note 53.
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24. Interests in Jointly Controlled Entities 24, HEEHIKEE D
2006 2005
HK$'000 HK$'000
T FET
Cost of unlisted investments in jointly A SR i
controlled entities FEETIRER A - -
Share of post-acquisition profits, BhliEE 2B -
net of dividends received MNREWRE 2,570 9,544
2,570 9,544
The combined summarised financial information in respect of EBRAEBARIEHRE 2 SR EE R
the Group’s jointly controlled entities is set out below: HymT
2006 2005
HK$'000 HK$'000
FHEx THET
Total current assets BRBEE 9,607 27,409
Total current liabilities Fy e )N =N} (4,466) (8,321)
Net assets BERE 5,141 19,088
Group's share of net assets of jointly REEE G LRI IEE
controlled entities ZEESRE 2,570 9,544
Turnover wHEm 5,481 8,021
Profit for the year EERA 62 1,455
Group's share of profit of jointly N ER B R
controlled entities for the year ZERRF 26 727
Particulars of the Group’s jointly controlied entities at 31 March REBEHRIZEHBER ST EF=A=+
2006 are set out in note 53. — B 2 E BRI FES3
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25. Available-for-sale Investments/Investment 25 T HERE HERE
Securities
2006 2005
HK$'000 HK$'000
FERT FH&IT
Listed equity securities ETRARES !
in Hong Kong & 1,064 389
in overseas RSB 589 1,389
1,653 1,778
Market value of listed securities EHEAETE 1,653

3,299

Upon the application of HKAS 39 on 1 April 2005, investment
securities which were previously carried at cost less impairment
were reclassified to available-for-sale investments.

At 31 March 2006, available-for-sale investments are stated at
fair value by reference to bid prices gquoted in active markets.

“ETRFNA B BRAEEEIER

F395 - SRR AR ES

BEZ B ES

EWEHMOBRITHHERE -

R-BEEAE=—A=+—R - aEEERE0.

RFEEIIR(ZERENISZ

26. Loans Receivable

26. BW R

HiE) -

2006 2005
HK$'000 HK$'000
T FHATT
The amounts bear interest ABRFEEIRAT
at the following rates: M8
Interest free RE 1,508 1,508
1.5% over Paris Interbank Offered Rate ERIRITRIEFRE M SE - 4,032
2% below Hong Kong Best BEAREREERNX '
Lending Rate ("HKBLR")* (BEHSRBREERX)H2E - 69,869
0.25% over HKBLR BAEREBEREERE.25E 100,000 100,000
1% over HKBLR BEAGEEEENEME - 2,000
2% over HKBLR EREGEBEREENEME 4,378 14,500
105,886 191,909
Less: Amount due within one year W A —F AR
shown under current assets BREVAEZFIA (105,886) (190,401)
Amount due after one year — 1R D|Ef 2 FIE - 1,508
Analysed as: OIv=
Secured B 1,508 1,508
Unsecured Ziiwi 104,378 190,401
105,886 191,909

* Hong Kong Best Lending Rate represents Hong Kong Dollar Best
Lending Rate as guoted by a designated bank.
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27. Amounts Due from Related Companies

VAN beed 2D A TIATLN T R

27. FEWRRE /N R EKIE

2006 2005
HK$'000 HK$'000
FHET FET
Loans receivable: EURE R
Associate of ITC (note (a) below) EEAEEENT (T XHEEE) 183,046 149,333
Associates of China Strategic R B AR
(note (a) below) (R HisE@@) 47,270 169,463
Other related company HREE N T
(note (b) beiow) (T3 HI3ED)) 854 779
231,170 319,575
Other receivables: H At e A ¢
Associate of ITC (note (a) below) R AN E (T X HEE@) 15,807 15,665
Associates of China Strategic PR ZBE N E]
(note (@) below) (T X FffsE(a)) 2,779 11,567
Other related companies EtEgELA
(note (a) below) i) 2,096 74
251,852 346,881
Less: Amount due within one year o R—FRBIHAAL S
shown under current assets MEVEE Y IE (251,852) (346,102)
Amount due after one year —F1% BBz kA - 779
Analysed as: DWH
Secured B - 779
unsecured M 251,852 346,102
251,852 346,881
Notes: B
(@  The companies are related companies of the Group as they (@) ZERRRENCETARETETY

are under common directorship with ITC.

The amounts are unsecured, repayable within one year and
interest free except for loans receivable of HK$230,316,000
(2005: HK$318,796,000) which bear interest at 2% over HKBLR.

(b)  The amount represents loan and interest receivable from
Parona Limited, a shareholder of an associate, in which certain
family members of a director of the Company, have an interest.
The loan is secured by shares in the associate held by Parona
Limited, bears interest at 7% per annum and is repayable in

October 2006.

HHEFEREER AR—FREERSE
B MR E k230,316,000 T (ZEZH
4+ 318,796,000 70) AIA B T BHRIEH
ME2EF S -

(b) FEEHREBREEYKParona Limited (B4R F)
Z—EBRE  ADFRHA—RERZETR
FERREAREZ) 2ERERE - BRI
Parona Limited s A B & R R 1D BIK
A BENEIRHEABAR _ETAF+
Afgig -
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28. Amounts Due from Associates

28. FEWLHE A BIFIR

2006 2005
HK$'000 HK$'000
FHT T
Unsecured loan receivables carrying FEU IR E K
interest at 2% over HKBLR on RERA®
loan principal and repayable UEBREREERNEMET R
on demand WENEREEER 162,972 162,972
Promissory note with face value TE{E 117,000,000 T2
of HK$117,000,000 carrying A EREAEBIRITRE
interest at 0.75% over FEM0.75EH 8
Hong Kong Interbank Offered —EEERRI2ET
Rate, secured by the shares BB EAR (0 YRR
of certain subsidiaries of WER-FTENE—A
an associate, and wholly RZENEE
repayable on or before
January 2009 117,000 -
Unsecured other receivables, H b AT FEGRIE -
interest free and repayable S BWBREREFEER
on demand 64,804 5711
344,776 168,683
Less: Amount due within one year R R—FARIEEHE
shown under current liabilities MENAENIE (227,776) (168,683)
Amount due after one year —F R A FIE 117,000 -

29. Deferred Consideration Receivable

The consideration receivable is in connection with the disposal
of certain subsidiaries during the year, details of which are set
out in note 43. The amount is unsecured, interest free and
repayable by four annual installments with final installment due
in October 2009. Fair value of the consideration receivable is
determined using an effective interest rate of 3%. The carrying
amount is analysed for reporting purposes as follows:

29. FEUUIE FE 1R
Rl BT BN EETHEAREH - &
IEFIBNHI A3 - REFABEMHE - 28
RASERHNEER  BE—HAR-F
TAF+REH - BRREZ AT EBETIAR
BAIRI%HETE - HERAEREMBAHIOT :

2006 2005

HK$'000 HK$'000

FHxT FH&T

Non-current assets ERBEE 10,223 -
Current assets (included in debtors, RENEE (PIAFBIREER -

deposits and prepayments) B RIAREIE 3,932 -

14,155 -
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30. Deferred Taxation 30. IEERIA

The following are the major deferred tax liabilities (assets) REERUAFECHRZ EEREHIARE
recognised and movements thereon during the current and prior (BE) URBHEEHOT :
years:

Recognition  Revaluation

Accelerated  Undistributed of of project

tax  eamings of Tax  contracting under
depreciation  an associate losses income  development Others Total

MEFHE BE AR =0 Bfh
wE  ANEER  HBER  WARR  BROER £t Ait

HG000  HKS000  HKS000  HKSOOO  HKS000  HKSO00  HKSO0O
TR ThL AL AL TR TR TR

At 1 April 2004 R-FTWENA-A 32062 29865 (8,343) (3,426) - 15 50,168
Charge {credit) to income iy vEsr il
statement GtA) 76 - 1,860 (897) - 2) 1,037
On acquisition of subsidiaries WK BRRIMES - - - - 900,000 - 900,000
Realised on disposal of MHERE
an associate NARER ' - (29,865) - - - - (29,865)
At 31 March 2005 R-ZBRE=A=+-A 32,138 - (6,488) (4.323) 900,000 13 921,340
{Credit) charge to income MEER GTA)
statement 1k (562) - 1711 2,461 - (116) 3,494
On disposal of subsidiaries LERBARMEL {27815) - 2872 6 - 103 (24,834)
At 31 March 2006 R-EE, FE=A=t-H 3761 - (1,905} (1,856) 900,000 - 900,000
For the purpose of balance sheet presentation, certain deferred BEEABRZENME ETEREHBEEE
tax assets and liabilities have been offset. The following is the REEDEUHE - U TAEUBRRARZE
analysis of the deferred taxation for financial reporting purposes: BT -
2006 2005
’ HK$'000 HK$'000
FEx FHET
Deferred tax liabilities EEHEAE 900,000 923,020
Deferred tax assets BRERIBEE - (1,680)
900,000 921,340
At 31 March 2006, the Group had unused tax losses of RoZETRE=ZA=+—0  AEBZXBA
approximately HK$1,505,000,000 (2005: HK$1,686,000,000) RS E 1849 /51,505,000,0008 T (Z TR
available for offset against future taxable profits. A deferred tax £ : 1,686,000,00077T) - B FA{EYT 8 R 2R IE
asset has been recognised in respect of approximately BESEA - BIEHBEEDRZABDABRBE
HK$ 11,000,000 (2005: HK$37,000,000) of such losses. No deferred #B4911,000,000% 7T (ZES 4 : 37,000,000
tax asset in respect of the remaining tax losses has been HT) T/EH R - R R AETERI B &5 T 2R
recognised due to the unpredictability of future profit streams. B ARERB TG ERRELEHAE
The unused tax losses may be carried forward indefinitely. B o REPBIEEIB A ER B -
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31. Amounts Due from (to) Customers for 3. B (EM ERESHITENE

Contract Works
2006 2005,
HK$'000 HK$'000,
T FHT
Contracts in progress at the REERZERETRE
balance sheet date:
Contract costs incurred to date BEREXHZTRER 42,500,091 40,438,759
Recognised profits less AR R TR :
recognised losses BHEREE 1,052,894 882,008,
43,552,985 41,320,767
Less: Progress billings A EERR (43,819,221) {41,570,777)
(266,236) (250,010)
Represented by: PY=IE
Amounts due from customers ElER
for contract works SRR 163,379 185,188
Amounts due to customers EREs '
for contract works BHTIRFIEB (429,615) (435,198)
(266,236) (250,010)
At 31 March 2006, retentions held by customers for contract RZFEXNEZA=+—8 B AEKE
works amounting to approximately HK$396,066,000 (2005: P BERENRBERAZEHNTIEEREEY
HK$369,874,000) were included in debtors, deposits and RE©4H396,066,0008 T (ZEERTF :
prepayments, of which HK$151,168,000 (2005: HK$182,588,000) 369,874,000/ 7T) EA151,168,0008 7T (ZEZ
are expected to be recovered or settled after more than twelve FF : 182,588,000/ 70) - FAEISNEE AL
months from the balance sheet date. BT @A REENRES -

32. Debtors, Depaosits and Prepayments 32. FEWRRA ~ ST & RTE IR '
The Group's credit terms for its contracting business are REBSHNFRBERZ EEHER IR
negotiated at terms determined and agreed with its trade ERBEGHRERRATY - MEHEEBHR
customers. Trade debtors arising from property leasing business ZREBRFESRAZN - MASBsEtbE
are payable monthly in advance and the credit terms granted by YERRIBRLE 2 EEH—RHB30E0BTE -
the Group to other trade debtors normally range from 30 days to .
90 days. ‘
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32. Debtors, Deposits and Prepayments -

continued

Included in debtors, deposits and prepayments are trade debtors
of approximately HK$572,798,000 (2005: HK$399,560,000) and
their aged analysis is as follows:

32. BYWERM - ATE RAMKIR-H

FEERE « H& REA AR ERKE SRR
#7572,798,000/ 7T (ZZFF R4 + 399,560,000
BT - ARERDITIT

2006 2005

HK$'000 HK$'000

FExT FHET

Within 90 days 90B R 504,584 329,058
More than 90 days and within 180 days HBIBYOREM180B A 13,704 2,839
More than 180 days HBiA180H 54,510 67,663
572,798 399,560

Deposits and prepayments included approximately
HK$123,711,000 at 31 March 2005 which represented the Group's
share of losses arising on certain construction contracts to be
recovered from a vendor of Downer EDI Limited ("Downer”), a
former associate of the Group, under guarantees provided by
the vendor. During the year, the Court of First Instance ordered
that judgement be entered for the Group against the vendor and
the Group has received the money from the vendor to cover the
losses together with interest and other expenses incurred in
relation thereto.

The amount also included balance of proceeds from disposal of
interest in Downer of approximately AUD74,639,000 (equivalent
to HK$449,174,000) at 31 March 2005 which was deposited with
a broker in Australia. The amount was withheld by the Australian
Taxation Office until the clearance of all tax liability arising from
the disposal of Downer’s shares. During the year, approximately
AUDS55,805,000 {equivalent to HK$309,600,000) has been paid to
the Australian Taxation Office out of the deposits with the broker
for the settlement of tax liability. At 31 March 2006, approximately
AUD21,383,000 (equivalent to HK$118,633,000) was deposited
with the broker.

R-ZETRE=-A=+—BZi& RENFIE
B4 49123,711,0008 T2 B - TIAEEER
—#Downer EDI Limited (TDowner] + Z"&E 2
AEE AR BT EREE#EE T ZRE
SHiBk (BBZEHRBZER) - FR - 1
BERBESHAEBBHRZE T RHF AR
fAEE D MR E S WEGRIE - LUERRMILE
HZ BREF S REMERER -

BN RE_SERF=A=T—RFN
PN 4R 7 BEDowneriE2S AT S ZUBEREEAY
74,639,000 7T (A& 7449,174,000#7T) ° Lt
HEHIAD RN RENEERME AR
Epownerfii iy 2 IS ETE T EEM - FR -

DT PR 248 40 2 SRR #E < 955,805,000
S TT (F8% 72309,600,0008 7T) T BMFKEE -

LBEHBAGE R_TEERF=ZA=+—
B - B #921,383,0008 7T (FHE7118,633,0007%
TT) BB AS AR TR RN »
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33. Investments Held for Trading/Other 33 FHEEERE Hivigr &
Investments
2006 2005
HK$°000 HK$'000
FExT FHET
Listed equity securities, at quoted ETIRAES
bid price REARE
in Hong Kong B 161,693 159,326
in overseas pisgel - 8,040
Debt securities, at prices quoted BIEES
by financial institutions HeREERE
Eurobond - listed in overseas BEEF—BIN LT - 1,467
Equity linked notes — unlisted RAEIRIR—3E EH - 4,451,
161,693 173,284
34. Pledged Bank Deposits, Short Term Bank 34. CHMRITHENR  HHRTERR.

Deposits and Bank Balances and Cash

Pledged bank deposits represent deposits pledged to banks to
secure general banking facilities granted to the Group. Deposits
amounting to HK$118,622,000 (2005: Nil) have been pledged to
secure general banking facilities with maturity within one year
from the balance sheet date and are therefore classified as
current assets.

The pledged bank deposits and short term bank deposits with
maturity date of less than three months carry floating interest
rates ranging from 3.1% to 4.4% (2005: 0.1% to 2.4%) per annum.
The bank balances carry interest rates ranging from Nil to 3.1%
(2005: Nil t0 1.8%).

35. Creditors and Accrued Expenses

Included in creditors and accrued expenses are trade creditors
of approximately HK$347,160,000 (2005: HK$236,743,000) and
their aged analysis is as follows:

35.

RITHEERRE
ERPERTEFERBRETAEEZ —RIR.
TTEEMER FIRITZER - H#0118,622,000
ABT(CRFRF B 2ERETFER - 5B
BARGEBRR—FNEEZ —RRITEEZE
7 BifmigsARBEE o

BEPRITERRISME LR =EA 2 S8R
TR ESE31%FL4.4% (ZETHE
0.1%ZE2.4%) 2 jZEYFIEK o $RITHETFH A FI K -
TE3IN%(CETRFE : TE1.8%) o '

PR BR K R B At B |
FERTER I R Bt B S B35 40347,160,00058 7T
(ZZZRF : 236,743,000/ 7T) Z B S
H - BEREOWOT

2006 2005

HK$°000 HK$'000

FExT THET

Within 90 days 90H R 312,038 218,556
More than 90 days and within 180 days #3390 F{EAM80H 22,037 1,129
More than 180 days HRiB180H 13,085 17,058 -

347,160 236,743

Included in creditors and accrued expenses as at 31 March 2005
was margin account owed to brokers of approximately
HK$5,81%,000 (2006: Nil) which was interest bearing at prime rate
plus 3%, secured by certain investments in securities held by the
Group and repayable on demand.
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36. Amounts Due to Associates/Jointly 36. EHEARREREMLEES

controlled Entities WERIE
The amounts are unsecured, interest free and repayable on ZERRL IR - BB RANBEREEN o
demand.
37. Amount Due to a Minority Shareholder 37. Bt LRB R
The amount is unsecured, interest free and repayable within one LRI ARER - RRRER—FNEN
year.
38. Loan from Minority Shareholders 38. XEVHBREEX
The amount is unsecured and carries interest at the following IR AEER - WETIIRIERAR
rates:
2006 2005
HK$'000 HK$'000
Fx FRET
2% below HKBLR NEBREBRMEERRH2EE 88,588 241,000
Interest-free RE 34,851 -
123,439 241,000
Less: Amount due within one year B — FARE B RIIVERED
shown under current liabilities BEZRE (123,439) -
Amount due after one year —FRER A - 241,000
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39. Bank and Other Borrowings

39. RITREMEK

2006 2005
HK$'000 HK$'000
FEx FET
Bank and other borrowings comprise: RITEBREIE
Mortgage loans EBEXK - 337,000
Bank loans SRITER 471,383 245,976
Bank overdrafts RITIEX - 6,984
Other loan HER 93,400 -
564,783 589,960
Analysed as: DA
Secured HHEE 397,319 517,000
Unsecured el 167,464 72,960
564,783 589,960,
The bank and other borrowings RITREMIETR
are repayable as follows; EEHNT
Within one year or on demand —FRFSIRIBA 400,158 289,960
More than one year, but not BE—F
exceeding two years B8 M 26,500 300,000
More than two years, but not HBMF
exceeding five years BRaRE 138,125 -
564,783 589,960
Less: Amount due within one year o —F BB RE A !
or on demand shown RIEREBE
under current liabilities ZRIH (400,158) (289,960)
Amount due after one year — 1R E|Hl 2 FIR 164,625 300,000

The above bank borrowings include fixed-rate borrowings
denominated in Renminbi of approximately HK$107,454,000
(2005: HK$65,975,000) repayable within one year carrying interest
ranging from 5.22% to 6.138% (2005: 6.138%) per annum.

The remaining bank borrowings carry floating-rate interest ranging
from 4.71% t0 6.56% (2005: 1.59% t0 3.60%) per annum.

Other loan is secured, bears interest at 0.5% below Hong Kong
prime rate and wholly repayable in September 2006.
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40. Share Capital 40. B&s

Number
of shares Value
RIDEE x|
HK$°000
FA&T
Ordinary shares of HK$0.10 each: BIREEC.10EIL Bl
Authorised: JETE
At 1 April 2004, 31 March 2005 R-ZZEMF—HF—A -
and 31 March 2006 —ZETRFZA=+—HK
—EERF=ZA=1+— 3,000,000,000 300,000
Issued and fully paid: BEITRBERE
At 1 April 2004 RZEEMED/—H 1,345,249,019 134,525
Issue of new shares pursuant to RBUARRE
scrip dividend scheme FTEIBITER 23,946,417 2,395
At 31 March 2005 R-ZZEERF=A=+—A 1,369,195,436 136,920
Issue of new shares pursuant to R ARG B 5T &l
scrip dividend schemes BITHIAR 20,110,474 2,011
Issued of shares under share RIEHE AR HERT &I
option schemes ZE1TRR D 14,000 1
Shares repurchased EEAC A (10,520,000) (1,052)
At 31 March 2006 —EETRE=A=+—H 1,378,799,910 137,880
During the year, the following changes in the Company’s share FR - RRFZRARDIRTHE) :
capital took place:
(@ REARIIR-_ZTTAFAAZTBE=
(@ Pursuant to the scrip dividend schemes which were EEXRF-A+AHZUBRRE a‘l‘
announced by the Company on 20 September 2005 and 12 &) KRR D HIEETT8,865,284% (—
January 2006, the Company issued 8,865,284 (2005: A ¢ 23,946,4170%) }211,245,1908% (=
23,946,417) and 11,245,190 (2005: Nil) new ordinary shares EERF - E)BREECIBITZIART]
of HK$0.1 each in the Company to shareholders who elected LBk TR BWERD - MRBEZEZ
to receive scrip dividends in respect of the final dividend FERAF= AT+ HILFEZRERE
for the year ended 31 March 2005 and the interim dividend EBE-_ZZERFHLA=TRIEAERZ
for the six months ended 30 September 2005, respectively. PEIRE 2R - WERNAES FEMEE
These shares rank pari passu with the then existing shares BB ARG EMBEMA -
in all respects.
~ () RZTEAF=A=1+—8 FRFREK
()  ©On 31 March 2006, the Company issued 14,000 ordinary AR E 2 BB IR RMEE 1 . 788 T S
shares of HK$0.10 each at the subscription price of HK$1.78 714,000 (2T HF - &) BREE
(2005: Nil) under the share option schemes of the Company. 01072 Tl -
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40. Share Capital - continued 40. A&

(¢) The Company repurchased a total of 10,520,000 ordinary © ARBABREBHIMEBERLDS

shares through the Hong Kong Stock Exchange as follows: 10,520,0008% BRI T
Aggregate
Ordinary shares Price per share consideration
Month of purchase of HK$0.1 each Highest Lowest paid
ERREE0 BT FARE®S ERRE
fE@ A 3l =& IE(E @
HKS HK$ HK$'000
BIT BT AT
May 2005 ZETRFAA 1,800,000 1.91 1.73 3,329
August 2005 —ETRFENA 8,720,000 132 1.30 11,149
10,520,000 14,478

41. Share-based Payment Transactions 41, BB RZR 5

140

On 27 August 2002, the Company adopted a new share option
scheme (the “Share Option Scheme”) for the purpose of providing
incentive or reward to any employees, executives or officers,
directors of the Group or any invested entity and any celebrity,
consultant, adviser or agent of any member of the Group or any
invested entity, who have contributed or will contribute to the
growth and development of the Group or any invested entity
(“Eligible Person”). The Share Option Scheme will remain in force
for a period of ten years from that date.

Under the Share Option Scheme, the directors of the Company
may at their discretion grant options to any Eligible Person to
subscribe for shares in the Company without consideration. The
directors may at their discretion determine the specific exercise
period which should expire in any event no later than ten years
from date of adoption of the Share Option Scheme. The exercise
price is determined by the directors of the Company and will be
at least the higher of: (i) the subscription price as is permissible
under the Rules Governing the Listing of Securities on the Hong
Kong Stock Exchange (the “Listing Rules”) from time to time; and
(i the nominal value of the Company's shares.
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41. Share-based Payment Transactions -

continued

The maximum number of shares which may initially be issued
upon the exercise of all options to be granted under the Share
Option Scheme and any other share option scheme(s) adopted
by the Company must not in aggregate exceed 10% of the total
number of issued shares of the Company as at its adoption date,
i.e. 103,674,492 shares. Subject to the approval of the
shareholders of the Company in general meeting, the limit may
be refreshed to 10% of the total number of shares in issue as at
the date of approval by the shareholders of the Company in
general meeting. Notwithstanding the foregoing, the maximum
number of shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the
Share Option Scheme and any other share option scheme(s) of
the Company must not in aggregate exceed 30% of the total
number of shares inissue from time to time. Pursuant to ordinary
resolutions passed at the annual general meetings of the
Company in 2003 and 2004, the 10% scheme limit was refreshed
to 10% of the total number of issued shares of the Company as
at the respective date of such meetings. Pursuant to an ordinary
resolution passed at the Company’s annual general meeting held
on 8 September 2005, the 10% scheme limit was further refreshed
t0 135,867,543, representing 10% of the total number of issued
shares of the Company as at the date of such meeting.

The maximum number of shares of the Company in respect of
which options may be granted to each Eligible Person under the
Share Option Scheme and any other share option scheme(s) of
the Company (including both exercised, cancelled and
outstanding options) in any 12-month period shall not exceed
1% of the total number of shares in issue from time to time unless
such grant has been duly approved by shareholders of the
Company at general meeting at which the Eligible Person and
his associates (as defined in the Listing Rules) abstained from
voting. Options granted to a substantial shareholder and/or an
independent non-executive director or any of their respective
associates (as defined in the Listing Rules) in any 12-month period
in excess of 0.10% of total number of shares in issue and have
an aggregate value exceeding HK$5 million must be approved
by the shareholders of the Company in general meeting in
advance,

e N A S

M. URBHRZES -8

RIRIEAE T I R AN D R FTER A (] H b FEAS
BRI PR BRETRERZ ZRNA
B SEDEHRBAERRRENABRE BT
DHAE 2 10% + B1103,674,4928% » tREB AR
ARREREAE LiE - ZREAEFH AR
REBRRERRAE LEEBERITRGE
H210% - BEW - SIRIEERETSISA
AT A A AR AR T BIE B M R T2 AT
HEREEITEN O PRITIBRDAS > 65
BETEBBTREBITRMNES Z30% - 1’
BARQRRZEE-FR-_TTMGFLEITZK
ARBRRBFAEG LRB TBRABER %R
HOEHERNZEAEZERHA AR %IT
BRHEE 210% > BREARIRZZZTREN
ANBEIZARRRRAEAS RGBT
BRRR  HRECHE P EHE135867,543
ARRR1D - BNIANARIREZAS B IR BITAD 8L
B 210% e

WER+ZE AR - RIEBRETBIRAR
AR MR B R T EASERAL
ZBRE (BRETR - EEHRRITEREAR
B MS R ADRRDEE - HZRETHER
TRCBEITRMNARZ1% - BIRLRESEE
EERERALIREBBAL(ERELTHR
A HEREZBRRAG ERESARDRRRE
AL - BITRUIR - REE B AHSMA
RS EERER, FBLIFATEETRRS
EBRZERNBBAL(ERR LTRMELE
Bkl - BRTRHBEIERS R 2RI BAE
BITAR 19 802 0.10%3X 42 B 838 5,000,000/%
T AIEAMAREAARRRERRAE L
HEE o
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41. Share-based Payment Transactions - 4. UMz S &R
continued (@ FATN-EENE+-A-+N\BRE
(a) Details of the share options granted on 28 December 2004 R R AARE ETEFRAIMTE.
to certain directors and former directors of the Company SR B FE IR TR EEN
under the Share Options Scheme and movements in such LS

holdings during the year are as follows:

Number of shares of the
Company to be issued upon
exercise of the share options
outstanding at 31.3.2005

Date of grant Exercisable period Exercise price and 31.3.2006
731.3.2005
$231.3.2006

HARTTIE IR T R0

# i B i BRITHEE BTEITZARRIRNEE

HKS
AT

28.12.2004 28.12.2004 — 26.8.2012 1.24* 22,100,000
28.12.2004 28.12.2004 - 26.8.2012 1.50* 22,100,000 -

44,200,000

* Pursuant to the ordinary resolution passed by the * REARNTBRENZTEAF-ATHE
Company's shareholders at the special general meeting held AFRTRESIAE BBy Zi@k.

on 14 February 2006, the Company repriced the share HE - ARBEFAXNER0.70# T
options by a reduction of the exercise price by HK$0.70 per 2RI B M ELTIEREER - 5ER

share as a resuit of the payment of a special cash dividend B ERITEREIR0. 70T » RIT(EE
of HK$0.70 per share during the year. The fair values of the BEZAFBEEERENRITEEAE .
outstanding share options immediately before and after the 2 (AT e S R AR R 2 BN A
modification of their exercise price were calculated by RHL BRIk FIITRIEREBBRAREMA R,

Appraisal Ltd., not connected with the Group, using the — SRR EE R ([EEX])HE

Black-Scholes Option Pricing Model (the “Model!”). The 1T  BEEELESEERS REELE

directors by reference to the valuation report and taking % éE’EJ{é RBEEER TS EHER

other professional advice, considered that the modification AEEELA - Bt BEAREFER
did not result in an increase in fair value of the share options. L‘A FEEHETHE - .
Accordingly, no adjustment for the current and prior years ‘
has been required. S A e — AR AT R AR E
BEZERER - BREZEERETEEH,

The Model is one of the commonly used models to estimate BB TSN EE TR - SRS

the fair values of the option. The value of an option varies S AT(TEE - AT AL SRS A '

with different variables of certain subjective assumptions. BEFFEL > i EE AT o

Any changes in the variables so adopted may materially

affected the estimation of the fair value of an option. J:ﬂ*myf,$mﬂ§$zg§%%5m_gg

NE+ A=+ N\HEB - REEZZT

The above share options granted to directors of the NEZATH—RAR-EERE=A=

Company were vested on 28 December 2004. No option +— B EEREEDITE - E‘Eﬁ%&ﬂi

was exercised, cancelled and lapsed during the years ended 75 > BEARAE -

31 March 2006 and 31 March 2005.
_ A SAE A EE A B A TR Y
There was no consideration received by the Company in 8 AR T U B (A o
prior year from Eligible Persons for taking up the options
granted.
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41. Share-based Payment Transactions - M. BBz —8&

continued () ALARBERETEMANERECETE
(b) Details of the share options granted to certain employees R ERE Y FIERNERZ B EIN
of the Group under the Share Option Scheme during the T

year and movements in such holdings are as follows:

Number of shares of the Company
to be issued upon
exercise of the share options

BREERGERETENZ
KRARHEE
Exercise Granted  Exercised  Quistanding
Date of price during during at
Category grant  Vesting date Exercisable period  per share the year the year 31.3.2006
iy
&k 31.3.2006
Al RHeH ZEAM 76 TEE  ErRdE FROR BRI
HKS
BT
Type (i) g 6.2.2006 6.2.2006 6.2.2006 - 5.2.2007 1.780 8,325,000 (14,000) 8,311,000
Type (i) E(iE 6.2.2006 6.2.2007 6.2.2007 - 5.2.2008 2.500 8,325,000 - 8,325,000
Type {iii) E(iE 6.2.2006 6.2.2008 6.2.2008 - 5.2.2009 3.000 8,325,000 - 8,325,000
Type (iv) B(VE 6.2.2006 6.2.2009 6.2.2009-5.2.20n0 3.500 8,325,000 - 8,325,000
Type (v) EA( 2432006 2432006 24.3.2006 - 5.2.2007 2325 3,000,000 - 3,000,000
Type {vi) FVE 24.3.2006 6.2.2007 6.2.2007 - 5.2.2008 2.500 3,000,000 - 3,000,000
Type {vii) BviE 24.3.2006 6.2.2008 6.2.2008 - 5.2.2009 3000 3,000,000 - 3,000,000
Type (viii} EAWIDE 24.3.2006 6.2.2009 6.2.2009-5.2.2010 3.500 3,000,000 - 3,000,000
45,300,000 (14,000) 45,286,000
Exercisable at FEE
end of the year AT 11,311,000
In respect of the 14,000 share options exercised during the year, FERTTEZ 14,0001 BARIE - RITEERZM
the weighted average share price at the date of exercise is HK$2.8. VEFRRER2.8ET - FALBETHRER
No option were cancelled or lapsed during the year. Wz HEARHE -
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41. Share-hased Payment Transactions - 4. R RZX 5 — &
continued AFEETRE LR -SRI EErEER
These fair values were calculated using the Black-Scholes Option B ATEER-FEXF_ARBR-ZE
Pricing Model. The fair values determination as at 6 February NFZAZTWABZEETEE M ER K
2006 and 24 March 2006 were carried out by RHL Appraisal Ltd., TRHEERBRAFIHET « ZEX 2 BAELN
an independent valuer. The inputs into the model were as follows: T
Type Tye (i) Tye (i Type () Type (v) Type (vi Type (vil Type (vii
E(E Bk (i BvE FWEE Wi E(vig F\viig8
Closing share price Jitil=t:vd
at date of grant RiAkmE HKS1.785 7 HK$178%T  HKS17887  HKS17887  HCS2325B7L  HKS235%7  HKS2325BT  HKS2325% 7T
Exercise price 1¢E HKS1788m  HKS25070  HKS300ET  HKSISOBTT  HKS2325HTL  HKS25087T  HKSI00ET  HKSISOETT
Expected volatility e 48% 48% 48% 48% 48% 48% 48% 48%
Expected life fsm 1 yearfE 2years®  3yearsE dyears®  087vear|  187yearsE  287yearsE  387yearsE
Risk-free interest rate BB 385% 388% 397% 405% 4215% 4.252% 4.310% 4.390%
Expected annual BEFERS
dividend yield EEiE 1.69% 1.6%% 16%% 1.69% 1.69% 1.69% 1.69% 1.69%
Fair value SiRiERE
per share option ZAEBE O HGOMTETL  HKS0287AT HKSOITETL  HKS0336ETL  HKS0432BT  HKS0.5707L  HKSOSSIAT  HKS0.40887T
The expected volatility was determined by using the annualised TRHRIE TSR AR A TS AR 2 EEIEP B
standard derivation of the continuously compounded rate of B FEGIZEZET - ARIEEBANE RIT
return on the ordinary shares of the Company. The expected life BREERzFE  FEXFAZERHSGER
used in the model has been adjusted, based on management’s BEERE AT IARE -
best estimate, for the effects of non transferability and behavioural ,
considerations. RIBRRF_ARBRIZBERF=A=+ "
WMBRETEEZEREZEF AT EERS
The total estimated fair value of HK$4,945,000 with respect to 4,945 0008 RS AREE 2 A lzs RN o
the above share options granted to the employees on 6 February ‘
2006 and 24 March 2006, were charged to the consolidated WEmEAES BB’ ATEMNER 2 BREmMREHE
income statement during the year. Al ME o |

There is no consideration received during the year from Eligible
Persons for taking up the options granted.
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41. Share-based Payment Transactions -

continued

Share option scheme of Paul Y. Engineering Group Limited
(“PYE")

On 7 September 2005, PYE adopted a share option scheme (the
“PYE Scheme”) for the purpose of providing incentive or reward
to any employees, executives or directors of PYE or any invested
entity and any consultant, adviser or agent of any member of
PYE or any invested entity, who have contributed or will contribute
to the growth and development of PYE or any invested entity
("PYE Eligible Person”). The PYE Scheme will remain in force for
a period of ten years from that date.

Under the PYE Scheme, the directors of PYE may at their
discretion grant options to any PYE Eligible Person to subscribe
for shares in PYE. Consideration to be paid on each grant of option
is HK$1.00. The directors of PYE may at their discretion determine
the specific exercise period which should expire in any event no
later than ten years from date of adoption of the PYE Scheme.
The exercise price is determined by the directors of PYE and will
be at least the higher of: (i) the subscription price as is permissible
under the Rules Governing the Listing of Securities on the Hong
Kong Stock Exchange (the “Listing Rules”) from time to time; and
(i) the nominal value of the shares of PYE.

The maximum number of shares that may be issued upon the
exercise of all options to be granted under the PYE Scheme and
any other share option scheme(s) adopted by PYE must not in
aggregate exceed 10% of the total number of issued shares of
PYE, i.e. 57,669,939 shares of PYE, as at its adoption date. Subject
to the approvai of the shareholders of PYE in general meeting,
the limit may be refreshed to 10% of the total number of shares
of PYE in issue as at the date of approval by the shareholders of
PYE in general meeting. Notwithstanding the forgoing, the
maximum number of shares of PYE which may be issued upon
exercise of all outstanding options granted and yet to be exercise
under the PYE Scheme and any other share option scheme(s) of
PYE must not in aggregate exceed 30% of the total number of
shares of PYE in issue from time to time.

WA = VIO TR ] R

M. USRS -8

RETEEDERLT (RERE]) 2 WK
#0)

RoTERFAALE - RERLFH—ENR
BB (R RR AR BI)) - At
HEERERETAR AR EBR IR
R EE S ATRARE S TR - T
ABSEERA AR PR R T
IR B A RIS AT A 2 A - R
RIB (MREREAERALI) BEMDHE
B - (REE SR IS 46 3% B AR AR 4 A
+45 -

REREZRBIESE REEZXERTR
EREREZRASERALRBBAE - A
RBFREREZRD - SREAR D ZBRE
FEXNERI00ETZRE - RERREESH
MBEEETEMR  EEEAERT - LT
(EEARR TS HBIE B R IR R BB ST B R R
BRI+ - (TEERREREXEZIATY
BREMET  ELROBEEEMRA LD
RAN(TEMRR) TR AT ZRBE - RIMR
ERxkirzmE -

IR IR R R B R R E R R AR
AR IE ST BIR] FI% 0 2 A T 2 &
Z 2 RDBE - SHETBRBRERENEN
AER /TR B8 2 10% + B157,669,9398%
REZERD - WESREZERFEMTA
g HibE - ZRE B AREZERTER
RRE FIEE BREBRZEBITRMBE Y
10% - BEW - ERBREZEBEREE
SRRE R E AT E AR AT BIIR LB M R1T
e BRI TER ] PRI REEE
BRHEE  SRBESTHRBBETRORTRE
EERBBEZ30% -
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41. Share-based Payment Transactions -

continued

Share option scheme of Paul Y. Engineering Group Limited
("PYE") - continued

The maximum number of shares of PYE in respect of which
options may be granted to each Eligible Person under the PYE
Scheme and any other share option scheme(s) of PYE (including
both exercised, cancelled and outstanding options) in any 12-
month period shall not exceed 1% of the total number of shares
of PYE in issue from time to time unless such grant has been
duly approved by shareholders of PYE at general meeting at which
the Eligible Person and his associate (as defined in the Listing
Rules) abstained from voting. Options granted to a substantial
shareholder and/or an independent non-executive director of
PYE or any of their respective associates (as defined in the Listing
Rules) in any 12-month period in excess of 0.10% of the total
number of PYE in issue and have an aggregate value exceeding
HK$5 million must be approved by the shareholders of PYE in
general meeting in advance.

Details of the share options granted under the Scheme during
the year are as follows:

M. URBRHRZR S -

REFRXEQFRRR (REZR]) ZBRE
=H — 43

I+ A R - RIBREE EERGEST
BIRARE R R A AL o BB ASHE AT B Al 1R T AT
BERALZBEE (RES1TE - CiERK
TTIREBAHE) P Rz RERERNOBE - &%
TSBBTH DRI TRERZERMEE 1%
BRI TEMREECEESEBALTRABEA
T(EHER TR MERRZBERAE L
BRERERRIESIOE - BITTEUR » ’ME
B+ —EARRARSMREZEELIERR
R/ B IERITE R R RER B A
At (GBS R EATRA) B HAERAER - BT -
BRI EBRE BITRERZER
17 #8512 0.10% 3% 4 {E 88 185,000,000/& 7T - A
EADARGRERERREBRAG LI
ifE o

FR - RBERES IR 2 BRE B
T

Number of shares of the

Company to be issued upon
exercise of the share -

options granted during

Exercise price the year and outstanding
Category Date of grant Vesting date Exercise period per share at 31.3.2006
REE3.32006
EEERHmR
31.3.2006
BARITEE 2 R
1IfERETETZ
5 Rt AH BB BheiTEE ARARIDEE
HKS
BT
Typel gL 3.2.2006 3.2.2006 3.2.2006 - 6.9.2015 0.70 1,500,000
Type i £ 2 3.2.2006 1.1.2007 1.1.2007 - 6.9.2015 0.85 1,500,000 .
Type i FIE 3.2.2006 1.1.2008 1.1.2008 - 6.9.2015 1.00 1,500,000 |
Type IV FIVEE 922006 9.2.2008 9.2.2008 - 8.2.2009 0.90 8,000,000 -
12,500,000
Exercisableatend  FIER
of the year o] F17{E 1,500,000 .
No option was exercised, cancelled and lapsed during the year. FABECTE - BEERKRITEZBRE -
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41. Share-based Payment Transactions -

continued

Share option scheme of Paul Y. Engineering Group Limited
(“PYE") - continued

These fair values were calculated using the Black-Scholes Option
Pricing Model. The fair values determination as at 3 February
2006 and 9 February 2006 were carried out by RHL Appraisal
Ltd.. The inputs into the Model were as follows:

41.

Type |
FIA

Closing share price at R A8z
date of grant Bin kB HK$0.707 7T
Exercise price 17 HK$0.707% 7T
Expected volatility TBER IR 38%
Expected life i 2.5 yearsE
Risk-free interest rate B\ = 3.93%
Expected annual dividend yield TEHIF E R B ERE 8.57%
Fair value per share option SREREZATERE HKS0.109E T

The expected volatility was determined by using the annualised
standard derivation of the continuously compounded rate of
return on the ordinary shares of PYE. The expected life used in
the model has been adjusted, based on management's best
estimate, for the effects of non transferability and behavioural
considerations.

The total estimated fair value of HK$137,000 with respect to share
options granted to directors and employees of PYE on 3 February
2006 and 9 February 2006, was charged to the consolidated
income statement during the year.

UBRBRZZ S &
REFLEEFRAR (RERE])) 2BRE
st — 48

N EETIRIAN R — &F R R E ARG
o NTEER-ZZZANF_A=ZBR=-FF
NEZANBZEETRRAEESERREL
B A ERMKFITTERMERATET - %
BAZBABNT :

Type Il Type Ii Type v

F8 FgE FIVEE
HK$0.70i& 7T HK$0.70/% 7T HK$0.8778 7T
HK$0.8545 7T HK$1.007% 7T HK$0.905% 7T
38% 38% 38%

2.9 yearst 4 yearstF 2.5 yearsf
3.92% 4.06% 4.06%

8.57% 8.57% 8.57%
HK$0.0797 7T HK$0.0677% 7T HK$0.1297% 7T

TEERR R DR AR R SRR B RAE
WEZFESEZET - ARIEEREER
REEEZHE ZEAMBZEHEGE
RBEERE 2T ARE -

RBERE-A=AR-FEAF-ANLA
ETREREEFRERZBREL AT
2137 00B LR ARFRE 2R A ik
xR
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42. Acquisition of Subsidiaries

NULS O LU LHIT Loullbulidaled rifialividl olalclriciiie

During the year, the Group acquired certain wholly-owned
‘subsidiaries which are engaged in holding of motor vehicles

42. WEEHIE A R

TR ARBRBEETHETERREG 22
ENEAR » DB E ABEESRUAASR -

registration marks. The acquisition has been accounted for by WiE 2 BN ¢
the purchase method of accounting. The effect of the acquisition
is summarised as follows:
2006 2005
HK$°000 HK$'000 -
FEx FET
Net assets acquired: BAEESE: |
Project under development ZRPIEE - 1,724,684
Property, plant and equipment W& - W REE - 471
Investment securities 1REEs - 389"
Properties held for sale FHELD B - 82,700
Debtors, deposits and prepayments EURERSR - e R FIE 202 16,704
Other intangible assets EtmErEE 973 -
Bank balances and cash RITEEFERER: - 4,649
Creditors and accrued expenses FEATER IR R FEET R 7 (975) (70,006)
Taxation payable FEATERIA - (398)
Bank and other borrowings RITRE MR - (28,275)
Deferred taxation EAERITA i - (900,000
Minority interests DB TR AERS - (418,389)
200 412,529
Goodwill arising on acquisition WHsEL mE - 60,740 -
Total consideration BRE 200 473,269
Satisfied by: AR
Cash consideration HeR(E 200 448,557
Dilution of interests in HEWE AR
subsidiaries reclassified ERSEARLVE
t0 minority interests A% R 2 - 24,712
200 473,269 .
Net cash outflow arising on WEEH B e ELE
acquisition of subsidiaries: ZIREB LT
Cash paid BEfRE (200) (448,557)
Bank balances and cash acquired BARITEERES - 4,649 .
(200) (443,908)

The subsidiaries acquired did not make any significant impact
on the Group's resuits and cash flows for the year. The subsidiaries
acquired in 2005 contributed approximately HK$28,977,000 to
the Group’s turnover and a 1oss of approximately HK$5,420,000

to the Group's profit for that year.

Mt) PY) Corporation Limited | Annual Report 2006

RNENKIEZ HBATHARE Y NEERE
FREHBUYEEAFE -N_DTHEWE
2B R P AERE 2 BRI EF D B BB ,
#228,977 00058 7T R 518 495,420,000 7T o



43. Disposal of Subsidiaries

During the year, the Group disposed of the following subsidiaries:

(@)

On 8 June 2005, the Group disposed of its entire equity
interest in Technico investments Limited (“Technico”) at a
consideration of approximately HK$13.2 million, with HK$9.3
million in cash and HK$3.9 million as a deferred
consideration which would in turn be settled in cash in June
2006. Technico owned a property in Taishan, the PRC.

On 20 July 2005, the Group disposed of its entire equity
interest in Time First Investments Limited and its wholly-
owned subsidiary ("Time First group”) at a cash
consideration of HK$26.3 million. Time First group was
engaged in the property development and sale in Taishan,
the PRC.

On 12 September 2005, the Group disposed of its entire
equity interest in Skylink Enterprises Limited ("Skylink”) at a
consideration of HK$25 million, with HK$22 million in cash
and HK$3 million as deferred consideration. Skylink owned
a property in Taishan, the PRC.

On 26 September 2005, the Group disposed of its entire
equity interest in Redcliff Property Corp. ("Redcliff’) at a cash
consideration of HK$17.7 million. Redcliff was engaged in
the property development and sale of a property in Taishan,
the PRC.

0On 4 October 2005, the Group disposed of its entire interest
in Well Cycle Limited ("Well Cycle”) at a cash consideration
of approximately HK$1.3 million. well Cycle owned certain
second hand motor vehicles and vehicle registration
numbers as its sole business and assets.

On 20 January 2006, the Group disposed of its 100% interest
in Linkport Holdings Limited and its two wholly-owned
subsidiaries (“Linkport group”) to an associate of the Group
at an agreed value of the property of HK$780 million, with
adjustments of HK$14 million being deducted on completion
according to agreement, with HK$649 million in cash and
HK$117 million as a deferred consideration which will in
turn be settled in cash on or before 20 January 2009. Linkport
group owned an investment property located in Hong Kong
as its sole business and asset.

43. HEMB LR
FR - AEEHETHIMBAR

@)

RZFEZRFEXNAND  ZEBUDH
13,200,000 T Z RELEERTSRE
BRAFRE)) 2 250 A g - HAP
9,300,000 BTUAREXN BF
3,900,000 L IEBEERELHR_-F
TBRENABE - FERPBEELTEE
—FTimEE -

R-BERELA-+E - NEBUY
26,300,000/ T2 B £ R BEHEENTime
First Investments Limited R E 2 BHB R
&l ([Time FirstE£ [ ]) A2 SRARAHERS -
Time FirstseEE 2B IRFES LT Z
MEZERREE -

R-ZERENA+TH - FEEUD
25,000,000 T2 RELEERRERE
ARARN([RE]D N2 IRAER - HR
22,000,000 TTHABELSM BF
3,000,000 LA BIEIL(E - KBRS
BEILTEE—FE -

RIEZRFAAZTRA » NEELY
17,700,000tz BeREBHEHR
Redcliff Property Corp. ([Redcliff]) #3228
AR #E25 o RedcliffE 2 BN PEEIL
TMZHEZBERRHE -

R-_TEZERF+AMA » ZEBBULD
1,300,000/t 2 BERBLEHEERER
BRATF(EE] N2 ARRE - &8
BEETF_FAERAEMERERE  Eh
HEGZEBREE-

MNoZBEXNF—AZ+H  KEBUAZD
¥ 7 175 {B780,000,00058 7T (W 4E R 5T
B AR 15 175 5% 0380 14,000,000/ T # 28) 1
& H ¥ Linkport Holdings Limited 5 £ /i
&M E A ([Linkport&E B ) /2 &0
HEPAREB—MEBELT - Ao
649,000,000 LARE= - 5F
117,000,000 T RIEERBA KR _F
ZHE—BZTHIARIABRRIEE -
Linkport S BB IR ER 2 IREME -
WAHEEHZEBREE -
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43. Disposal of Subsidiaries - continued

®

On 27 January 2006, the Group disposed of its 100% interest
in Darierian Limited and its two wholly-owned subsidiaries
(“Darierian group”) to a wholly-owned subsidiary of ITC
Corporation Limited at a cash consideration of HK$3.5
million. Darierian group owned certain second hand motor
vehicles, vehicle registration numbers and a golf club
corporate membership as its sole business and assets.

On 31 March 2006, the Group disposed of its 100% interest
in Bakersfield Trading Limited and its two wholly-owned
subsidiaries (“Bakersfield group”) at a cash consideration
of HK$55 million. Bakersfield group owned a motor vessel
and wet berth as its sole business and asset.

On 30 October 2005, the Group disposed of certain
subsidiaries which were engaged in manufacturing and
trading of concrete products. The consideration for the
disposal is HK$19 million which will be settled in cash of
HK$4 million and a deferred consideration of HK$15 million
by the purchaser on or before October 2009.

MCE PYI Corporation Limited | Annual Report 2006
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©HRES55,000,0008 T HEER
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43. Disposal of Subsidiaries — continued

43. HEWBLR -&

2006 2005
HK$'000 HK$'000
FHxT FHExT
Net assets disposed of: HEEEFE -
Property, plant and equipment e Y] 152,346 -
Investment properties B 540,400 -
Prepaid land lease payments LA ERIR 108,378 -
Other intangible assets HibmEEE 8,419 -
Debtors, deposits and prepayments FEUWERTR - RS RIARFEIE 25,052 -
Properties held for sale BHEHEME 93,828 -
Bank balances and cash BITRTERERE 5,891 -
Creditors and accrued expenses FEATBR TR R FE T I ST (56,661) -
Taxation payable FEBETE (1,219) -
Deferred tax liabilities RIEFIE R E (24,834) -
851,600 -
Expenses incurred on disposal HEEEZHE 9,755 -
Gain on disposals HE 2 e 60,756 -
Total consideration BRE 922,111 -
Satisfied by: TRAR
Cash BEREERE 788,131 -
Consideration receivable (included FEURAME B AR
in debtors, deposit and prepayments) e RIEMNIEA) 3,000 -
Promissory note (note 28) R (3528) 117,000 -
Deferred consideration (note 29) RAIEAE (F3E29) 13,980 -
922,111 -
Net cash inflow arising on disposals: HEMEEZRERAFE
Cash received BRIRE 788,131 -
Bank balances and cash disposed of HERTEFRES (5,891) -
782,240 -

As part of the consideration of the disposal of the
subsidiaries, a deferred consideration of HK$15,000,000 will
be settled in cash by the purchaser under four annual
installments commencing from 30 October 2006. The fair
value of the deferred consideration at date of initial
recognition is determined based on the estimated future

cash flows discounted at 3% per annum.

The subsidiaries disposed of during the year contributed
approximately HK$37,182,000 to the Group's turnover and
a gain of approximately HK$74,997,000 to the Group's

results for the year.

EABLEWNBRARZBINRE  BHE
15,000,000t 2 BERBEBHEAR
EENE+AZTERSHBEEFIUERES
EE o BEABRYAERERZ A EE
BERETRRRESRBIREFI%RHR

R -

ERALEZHBATHIEB EXBR
2455 R E BA437,182,000/ T R B K4
74,997,000/ 7T °
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44.

45.

Major Non-cash Transactions
The Group had the following major non-cash transactions:

(@)  additional shares were issued as scrip dividends during the
year as set out in note 15 and 40; and

(b)  during the year, part of the consideration for disposal of
subsidiaries were deferred or unsettled at 31 March 2006,
details of which are set out in note 43.

Retirement Benefit Schemes

The Group operates defined contribution retirement benefit
schemes for qualifying employees. The assets of the schemes
are separately held in funds under the control of trustees.

The cost charged to the income statement represents
contributions payable to the funds by the Group at rates specified
in the rules of the schemes. Where there are employees who
leave the schemes prior to vesting fully in the contributions, the
contributions payable by the Group are reduced by the amount
of forfeited contributions.

At the balance sheet date, there were no material forfeited
contributions which arose upon employees leaving the schemes
prior to their interests in the Group’s contributions becoming fully
vested and which are available to reduce the contributions
payable by the Group in future years.

With effective from 1 December 2000, the Group has joined a
mandatory provident fund scheme (“MPF Scheme”). The MPF
Scheme is registered with the Mandatory Provident Fund Scheme
Authority under the Mandatory Provident Fund Schemes
Ordinance. The assets of the MPF Scheme are held separately
from those of the Group in funds under the control of an
independent trustee. Under the rules of the MPF Scheme, the
employer and its employees are each required to make
contributions to the scheme at the rates specified in the rules.
The only obligation of the Group with respect to MPF Scheme is
to make the required contributions under the scheme. No
forfeited contribution is available to reduce the contribution
payable in the future years.

The retirement benefit scheme contributions arising from the MPF
Scheme charged to the income statement represent
contributions payable to the funds by the Group at the rates
specified in the rules of the scheme.
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44.

45.

BEXFRERH
AREGEIT FHEAFRERS -
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46. Contingent Liabilities

46. A EE

2006 2005
HK$'000 HK$'000
FHET FHET
Outstanding performance bonds in DRBMZBEEYN
respect of construction contracts BHOERE 361,030 310,503
Guarantee given to a bank in HETHERTZ
respect of banking facilities BITEEMRTT
granted to an associate PEH Z HE R 9,454 -
370,484 310,503

The Group has provided rental guarantee (“Rental Guarantee”)
in respect of properties held by certain former subsidiaries which
were disposed of to an associate. Under the Rental Guarantee,
the Group has guaranteed that the net rental for each of the
three years commencing from 20 January 2006 ("Guaranteed
Period") would not be less than HK$48 million. The Group is
entitled to receive 30% of any excess of the net annual rental of
the Guaranteed Period received over HK$48 million. In the opinion
of the directors, the fair value of the Rental Guarantee
arrangement is insignificant as at 31 March 2006.

In addition, a subsidiary of the Company is a defendant in a lawsuit
brought during 2002 claiming approximately HK$1,733,000
relating to the outstanding sum of the contract works done by a
sub-contractor, Swee Kheng & Aster Marble Company Limited
("Swee Kheng"). The subsidiary filed a defence and counterclaim
claiming payment for Swee Kheng of a sum of approximately
HK$162,000. The subsidiary has contested the claim vigorously
and no provision has been made in the consolidated financial
statements.

REERETHAMBARRFYE LS THE
REZYHFELEEER ((ASER]D - RIB
HERR  AEREROA_FTRFEF-A-+
R =FAEF ([FEREE) 2 HSFE&
T 148,000,000/ 7T © MR EREIRKELZ
FEASFFERIBAZ,000,0008 T - FEEASE
RN EZ30% EERA - HEHE
RRZFFRF=ZA=T—HZ2FEERT
RE e

gEoh KRR Z —RMBARIRZZZZEZFR
ROZ —FHRDFAEEEA ESEOERE
BEZRAERQG ([HE] BRAEEHNTE
ZBEARIAL, 733,000/ 7T - ZHBATIRIE
ik - BRI RREL162,0008 5T
ZHBARNHZRRERLEIER  RAH
& H TR AL UL T B -

ch, REEDEBWAT | 2006 F K

153




154

INULT O LU LIT LUTTIoVvIIIdAlou T Hidrividl OLAilcltliclito

47. @pen’atmg Lease Arrangements
(a) The Group as a lessee:

At the balance sheet date, the Group had commitments for
future minimum lease payments under non-cancellable
operating leases in respect of rented premises which fall
due as follows:

BRAREE

(a) FEEEAREA : .
REEE - AREEET AN 2 BRI
MEERROA A EARREEBEFOR,
R - WWERRZ KT |

2006 2005'

HK$’000 HK$'000'

T FAT

within one year —FR 21,232 2,059
In the second to fifth year inclusive ~ F_ZEFHF (BRMFELIEERN) 60,513 3,968
After five years HBBARE - 407.

81,745 6,434"

Leases are negotiated, and monthly rentals are fixed, for
an average term of two years.

(b) The Group as a lessor:

At the balance sheet date, the Group had contracted with
tenants for future minimum lease payments which fall due

Bz E RS ARG 2T ETHERE
R

(b) AHEEEAHBEA :

REEE  AEBRREFEMARREE
SRR o SITHWT

as follows:
2006 2005,
HK$'000 HK$'000
FHET CFET
Within one year —FR 971 28,898
In the second to fifth year inciusive ~ E-_EZFRF (ARMFEREEN) 500 18,666
1,471 47,564.

The properties held have committed tenants for the next
two years.
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48. Pledge of Assets 48. BEHKE

At the balance sheet date, the following assets were pledged to REEBR  THEEDERTRITRVBE
banks and financial institutions to secure the general credit B ERTEERE—REERE KR
facilities granted to the Group:

2006 2005
HK$'000 HK$'000
THx FHET
Property, plant and equipment W - B R RE - 185,140
Investment properties WEDE - 455,000
Property held for sale FHELEWE 78,245 -
investments held for trading RIEEERE 122,486 112,772
Bank balances and cash MITHEGTERE 118,622 -
319,353 752,912
In addition, the issued shares of certain subsidiaries of the B RRAFETHEAT ZEBITRHUR
Company and the Group’s benefits under certain construction REERE TREAH N RCIERMERE
contracts were pledged to secure the facilities granted. AR 2 R o
Facilities amounting to approximately HK$397,319,000 (2005: RIBZXREZR=+—8 ' A&EB2&§HHEYD
HK$522,819,000) were utilised at 31 March 2006. 397,319,000/ 7T (ZE T H4F : 522,819,000
TO) ZHhE e
49. Commitments 49. Kk
2006 2005
HK$'000 HK$'000
F#x FHET
Expenditure contracted for but B LA TIER B 3THY
not provided in the consolidated BRREEHRANR
financial statements in respect of BE2RE
acquisition of:
- Property, plant and equipment R S 65 90,710
- Project under development —BRHIAR 91,893 -
91,958 90,710
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50. Related Party Transactions and Balances

(@ The Group entered into the following transactions with its

50. EALR 5 REGER

@ FA AEEREBEBBALITIATR

related parties during the year: 5 \
Class of related party Nature of transactions 2006 2005
HEAL 2R ZHME HK$'000 HK$'000
FER FET
Associates of the Group Construction works charged by the Group AEERDRETRE 383 41,813
AEEZHENT Purchase of concrete products by the Group AEEERRELER 12 3%
Subcontracting fees charged to the Group AEEYNSREE 15 300
Interest income charged by the Group AEEWRERFSBA 16,437 12,271
Rentals and related building management AEEYHHER
fee charged to the Group HENEERE 3,689 -
Rentals and related building management AEERBBES R I
fee charged by the Group By ERE - 590
Building manager remuneration charged AEEERMEERHS ‘
by the Group 248 -
Project management fees charged by the Group AEEUIERERE 6,044 5285 .
Jointly controlled entities Project management fees charged by the Group AEBEIVEREER 825 300
of the Group Subcontracting fees charged to the Group AEEI D RS 1,015 7.006
AER 2 £ REGHE Service fees charged by the Group AEERERSEE 65 303
Subsidiaries of ITC Rentals and related building management AEERDESR
EEMEVHBAR fee charged by the Group HENEERE 62 577
Purchase of building materials and related AEEBEREMR .
installation works by the Group RERRETE - 20
Rental income charged by the Group ARBWIEE 345 420
Rentals charged to the Group AREL RS 90 -
Service fee charged by the Group AEEWERSEE 25 53
Associates of [TC Rentals and related building management AEERRES R
EHPE I HELNT fee charged by the Group HENEERE 1,707 4610
Interest income charged by the Group AEEERFS KA 16,709 10,486
Service fee charged by the Group REBRBREE 7 106 |
Project management fee charged by the Group FEBRREIEES - 330"
Other related companies Rental and related building management AEBKEES R
HitBER A fee charged by the Group HRNEETEES 3,501 6,150
Interest income charged by the Group AEEREFE WA 7,160 8,671
Subcontracting fees charged by the Group AEBUESRBE - 7
Service fees charged to the Group FEBZ(IRBE 1,920 2120 "
Service fees charged by the Group FEBUTURKEE 112 -
Sales of property, plant and equipment TEBLEYE -
by the Group e 6 5
Sales of goods by the Group AEEHEEEM - 159,
Minority shareholder of [nterest charged to the Group AEELHFE 8,392 4833
a subsidiary
MBRARZ PEHRR
Other related companies are companies under common HREL R ARERE S ERRIE RS HER
directorship or common control with ITC. b2k 2l /NI

156 WIC) PY! Corporation Limited | Annual Report 2006



e S S TV TS

50. Related Party Transactions and Balances - 50. AEANTXR G RESR—EF

continued ) EBEBERIZEEENE ZME HHGTE
(b)  The remuneration of directors and other members of key B&2EERAR KRR RMGHERME
management, which is determined by the remuneration ERBIT

committee having regard to the performance of individuals
and market trends, is as follows:

2006 2005

HK$'000 HK$'000

FHx FiET

Short-term benefits 52 BIE 18,525 37,702

Post-employment benefits BREF 769 1,101

Share-based payment expense LARR 3 AP 5RIR 2 939 -

20,233 38,803

(¢) Duringthe year, the Group has acquired certain subsidiaries © FR FEFEAARDFZEBRES TS
from the directors of the Company which are engaged in BIEEBEB 2B AR -

holding of motor vehicles registration marks.
) FA- ZEEBHEETHBRRTREER

(d) During the year, the Group disposed of certain subsidiaries ZBERNRIREREREEERAT R
to an associate of the Group and a wholly-owned subsidiary BB AT - XHFHERMFA30RE -
of ITC Corporation Limited. Details of transactions are set
out in note 43(f) and (). RSB MBS T - REEHIEERBER

BlZ R 5 EEHFIBETIRMIE27 - 28 - 36 %

Details of the balances with associates, jointly controlled entities 37

and related companies at the balance sheet date are set out in
notes 27, 28, 36 and 37.
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51. Balance Sheet of the Company

51. ZNRIZEERER

2006 2005
HK$'000 HK$'000 .
Fx FHET

NON-CURRENT ASSET EFEBEE
Interests in subsidiaries DN 5 5

CURRENT ASSETS mEEE
Deposits and prepayments HEFSSEE%! 2,829 216
Amount due from subsidiaries JFE LSBT BB X R FRIR 2,560,441 2,491,444
Short term bank deposits REIRITTER 177,751 749,579
Bank balances RITEETE 31,125 29
2,772,146 3,241,268
CURRENT LIABILITIES REaE

Creditors and accrued expenses FEAS BRI R FEAT R 2 4,086 1,587
Amount due to a subsidiary FERTH 2 RIFIB 920,303 147,773
Bank borrowings RITIER 30,000 -
954,389 149,360
NET CURRENT ASSETS RBEETE 1,817,757 3,091,908
NET ASSETS EEPRE 1,817,762 3,091,913

CAPITAL AND RESERVES BEREHE
Share capital N 137,880 136,920,
Reserves (note) A () 1,679,882 2,954,993
SHAREHOLDERS' FUNDS BEEE 1,817,762 3,091,913
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51. Balance Sheet of the Company - continued 51. ARRIZEEEBR®R @
Note: FisE
Reserves &
Share-
based
Share Capital payment  Accumulated
premium reserve reserve profits Total
WAR 3
R HRE BARGEE RIARE E-yiahl BF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THET AT TET TET
The Company b /N
At 1 April 2004 R-ZFTWFPNYA—A 187,370 2,480,000 - 303,843 2,971,213
Issue of shares under BIEARR S5
scrip dividend scheme BIIR (2,395) - - - (2,395)
Credit arising on scrip AR B L 7 R
dividends (note 15) (F43E15) - - - 17,591 17,591
Share issue expenses BIRHER (164) - - - (164)
Profit for the year FEEF - - - 9,465 9,465
Distribution Dk - - - (40,717) (40,717)
At 31 March 2005 RZEERF=A=Z+—8 184,811 2,480,000 - 290,182 2,954,993
Transfer from capital reserve WREEAREE - {2,480,000) - 2,480,000 -
Share repurchased fER G (13,426) - - - (13,426)
Recognition of equity-settled WRARD I HEZ
share based-payment expense 53 - - 4,945 - 4,945
Issue of share under share BB RAE T 2B AR
options schemes 29 - (5) - 24
Issue of shares under IRBARA 258
scrip dividend scheme B 2,011) - - - (2,01
Credit arising on scrip ARREES 2 ER
dividends (note 15) (Pit3E15) - - - 29,931 29,931
Share issue expenses BIIRMNER (274) - - - (274)
Loss for the year EEHR - - - {296,230) (296,230)
Distribution ik - - - (998,070) (998,070)
At 31 March 2006 RZZEAFZRA=1+—A8 169,129 - 4940 1,505,813 1,679,882

P reansman | o0sEm 159




160

P

INULT O LU LTIC LUTLUNIUdLEU Tl idliividl otdlTlliciito

'
&

31.

52.

Balance Sheet of the Company - continued

The capital reserve of the Company outstanding as at 31 March
2005 represents the credit arising from the cancellation of share
premium upon capital reorganisation during the year ended 31
March 1999. The Company has given a guarantee in favour of,
and entered into a letter of undertaking (the "Letter of
Undertaking”) with, a bank in connection with a loan agreement
(the “Loan Agreement”) entered into between certain subsidiaries
of the Company and the bank. Pursuant to the Letter of
Undertaking, so long as any sums remain outstanding under the
Loan Agreement, the Company cannot, under certain
circumstances, without the prior consent from the bank, reduce
or distribute or use the capital reserve including the transfer to
any contributed surplus account. During the year, the Group
repaid the outstanding balance under the Loan Agreement and
transferred the balance of the capital reserve to accumulated
profits.

In the opinion of the directors, the Company’s reserves available
for distribution to shareholders at 31 March 2006 amounted to
approximately HK$1,505,813,000 (2005: HK$290,182,000).

Major Subsequent Events

Subseqguent to the balance sheet date, the Group entered into
the following transactions:

(@) The Group further increased its interest in the project under
development held by Jiangsu Yangtong Investment and
Development Co., Ltd, and Jiangsu Yangkou Port
Development and Investment Co., Ltd. by acquiring a 9.9%
interest held by a minority shareholder at a consideration
of HK$167,825,000 to be satisfied by the issue of 68.5 million
new shares of the Company at HK$2.45 each.

(b) The Group entered into an asset acquisition agreement to
acquire assets related to liquid bulk logistics business in
Wuhan, PRC, including LPG storage facilities, terminal and
jetty, filling stations and eguipment. The consideration to
be paid by the Group was RMB470 million, comprising
RMB350 million in cash and RMB120 million in convertible
note issued by the Company at a conversion price of
HK$4.25 per share. The acquisition constituted a
discloseable transaction for the Company, details of which
are set out in the Company’s circular dated 2 June 2006.
The transaction has not been completed at the date of this
report.
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52.

ARRzEERER-&
ARAR_FERF=A=+—RAZEXHE
RERBE-ANNE=ZA=1T—"RIFEE
TR BT ERDEEEE CHER - AR
FIERMARRE THBRRE-FKRITILZ
B (iG] - RRITRERER -
I B RITAT LGS ([HFGEE]) © RIBHAGH
& ARRBERGRDETAREERE
ARRRE TER TETAIRRBBZRITZ
FERBAHIN - DIREBREAHE - 8215
HEEEHRR - TR AREDBEERWG
T ZABERBR  UHEARREHEREE
ZEET

BERR ARER_FEANF=A=+—8
AT IR T R 2 8 403%1,505,813,000/ 7T
(ZZZTH%F : 290,182,00087T)

FESERESER
BERE  AEETITHRS

@ AEBEBLA167,825000% T EUWHE
B BRI 29.9% - E— 2R
BIE T BRABIREAR AR LA FEA
BREMEARARFERRTHAHIE
7 o REBUIRER2A5ETEITARE)
68,500,000 # AR 15 89 77 S A »

) AEMITIEEWRERE  WERPER
ERAXRBEEYREBBECEE B
WAL R A RE - B REHE - IR
R  BRAEET N ZREAAR
#A470,000,000 ' EF AR
350,000,000t AR & BARKE
120,000,000 TRl A AR BE1THRRE R
FIRA2SETTZ AIRRENR - WEETEE#E
RARRIZBTFRERS « #EHNELR
RR-EEANEAA-RATIREE - It
B SHARBRE BN ARTRK o




53. Particulars of Principal Subsidiaries,

Associates and Jointly Controlled Entities

@)

Particulars of the Company’s principal subsidiaries at 31

March 2006 are as follows:

Name of subsidiary

HEARER

)

Asiawide Holdings Limited
EZEEERAR

Calisan Developments Limited

PYI Yangkou Port Limited
(formerly known as Fiifg
PYi Port Limited and
Century Harbour Limited)

Corless Limited

Jiangsu Wanhua Real

Estate Development

Co, Ltd.
THEBERNEREER LA

Jiangsu Yangtong Investment
and Development Co,, Ltd.
THFBREREERAF

Jiangsu Yangkou Port
Development and
Investment Co, Ltd.

TEFENEREREER AR

Place of
incorporation/
registration

3L/

Hong Kong

British Virgin Islands

RBRURS

British irgin Islands
RERLES

British Virgin Islands
RBRUES

PRC
SF

PRC
0

PRC
h

Issued and
fully paid
share capital/
registered
capital

EETRBRRE/
AR

HK$2 T
ordinary shares&i@ik

USSTETT
ordinary share & @ A%

US$1E 7T
ordinary share & 3&R%

USS2% 7T
ordinary shares & &A%

US$2,500,000% 7t
registered capital
{note (i) below)

AR (R

1S$13,332,000% T
registered capital
{note (i) below)

FMAA (RIHEM

US$16,650,000% T
registered capital
(note (i) below)

FRAR (FHEm

HIHEE R

(@ AREEERBEAFR

+BZEENT -

Percentage of issued

share capital/
registered capital
heldbythe  attributable
Company */ to the
subsidiaries Group
BEIRE/
FMEFAML
LN
MBAREE  AEEES
% %
100 100
100 100
100 100
100 64.58
60 54.06
75 67.58
75 67.58

W =2 3O TR TS AL

53. T EMBLRE - MERR RLRE

TETRF=A

Principal activities

IREH

Holding of industrial
building
BETIREET

Investment holding
RAEER

Investment holding
REER

Investment holding
AR

Property investment
NERE

Port development
BOEE

Port development
AORR

w@@ REROERAT | 2006 % H
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53. Particulars of Principal Subsidiaries, 53. T EMB AR - BEARRIEERE

Associates and Jointly Controlled Entities - FIREER &
continued @ AATEIEMBRTINR-TERF=R=
(@) Particulars of the Company’s principal subsidiaries at 31 T—RZFHEWT : — 8

March 2006 are as follows: — continued

Percentage of issued

Issued and share capital/
fully paid registered capital
Place of share capital/ heldbythe  attributable
incorporation/ registered Company */ tothe
Name of subsidiary registration capital subsidiaries Group  Principal activities
BRIRE/
AMEREAL
BRIRERRE/ R YNV
MEARZE FRiL/ g aRER WBARSE AEEEE  FEEH
% %
Nation Cheer Investment Hong Kong HK$1,200,0007 7T 100 100 Securities investment
Limited BR ordinary shares & @l and trading
SERERRRA BEHRAREHR
Paul Y. Building Materials Hong Kong HK$27% 7T 100 64.58  Trading and .
Company Limited &% ordinary shares & & installation of
building materials '
BEMRESRER
Paul'Y. - CREC (HK) Hong Kong - 60 3875  Civilengineering
Joint Venture e {note (i) below) TARIRE
S GED)
Paul'Y. (E & M) Contractors Hong Kong HK$20,000,000% 7T 99.9998 64.58  Provision of
Limited &% ordinary shares electrical,
REEBSTIRERAR Lk mechanical and '
building services
RUERREERE
Paul Y. Builders Group Limited Hong Kong HKS2:E 7T 100 6458 Investment holding '
REREEEERERA BE ordinary shares &3k RERR
HK$ 1,000,000/ 7T - -
non-voting
deferred shares
(note (iv) below)
BREERLER
(T S BFE(v))
Paul Y. Builders Limited Hong Kong HK$ 102,000,000 ¢ 100 6458 Building construction
REZEFRAA 5 ordinary shares %@ % BTgE
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53. Particulars of Principal Subsidiaries,

Associates and Jointly Controlled Entities —
continued

@

Particulars of the Company’s principal subsidiaries at 31

March 2006 are as follows: - continued

Place of
incorporation/
Name of subsidiary registration
B ARAME /e
Paul Y. Construction & Hong Kong
Engineering Co. Limited B
RERETIRARANF
Paul Y. - Engineering Group Bermuda
Limited BRE
RERZEBARRA
Paul Y. General Contractors Hong Kong
Limited ik
RERESEERLT
Paul'Y. Interior Contractors Hong Kong
Limited &E

RERMIEARAA

Issued and

fully paid

share capital/
registered
capital

BEARSERL/
EER

HK$42,000,0007 T
ordinary shares &Rk

HK$288,350,000% 7t

HK$36,000,000/ 7T
ordinary shares L&

HK$2/# T
ordinary shares& @ik

@

53. X EMBLF - BE AR RLRE
HIREER -
ARREENBATN-_BEAF=A

el

Principal activities

TEEH

Building construction
and specialist works
BTRERTEIR

Investment holding
REER

Civil engineering
and building
construction

TARIRREFRE

=T—HAZHBET - — &
Percentage of issued
share capital/
registered capital
heldbythe  attributable
Company */ to the
subsidiaries Group
BE#akA/
AMERRLY
HRAF
WEARSE  AREEN
% %
100 64.58
64.58 64.58
100 64.58
100 64.58

wam REEMARAT | 2006 F 8
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53. Particulars of Principal Subsidiaries, 53. TEMIB LR - BEARRERRE

Associates and Jointly Controlled Entities - HREER - &
continued (@ AATETEHBATN-EEAE=A=
(@ Particulars of the Company’s principal subsidiaries at 31 T—RZFEBIT - - &

March 2006 are as follows: — continued

Percentage of issued

Issued and share capital/
fully paid registered capital
Place of share capital/ heldbythe  attributable
incorporation/ registered Company */ tothe
Name of subsidiary registration capital subsidiaries Group  Principal activities
BERA/
BMEREAL ‘
BERIRERRS/ BARR/ ‘
WEL R B X3/ s hE afEs MEARRE 2ZEEE IEXH '
% %
PYI Investments Group British Virgin islands US$1ET 100* 100 Investment holding
Limited (formerly REBRERE ordinary share 3R REER
known es A7 Paul Y.~ ITC !
Investments Group Limited) -
PYI Management Limited Hong Kong HK$27% 7T 100 100 Management services
(formerly known as e ordinary shares & @ R
Paul'Y. - ITC Management
Limited)
RESEERERAR
(AIRREEEEEERAR)
Paul Y. Plant Hire Limited Hong Kong HKS27 7T 100 64.58  Hire of motor
RERMAERRAT BE ordinary shares 3@k vehicles and plant
and machinery |
A8 JER |
BHEE
Paul Y. Construction Hong Kong HK$2/& 7T 100 6458  Civilengineering,
Company, Limited B ordinary shares & @Ak building construction
RERSEERLFA HK$50,000,0007% 7T - - and investment
non-voting preferred holding
shares (note (if) below) TATE  EFRE
BRTEELR R RIREER
Paul Y. Construction (China) PRC RMB60,000,000A K% 100 6458  Civil engineering
Limited H registered capital3Efi & A and building
RERZE(TE) BRAF construction
TARTIRRETRE
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53. Particulars of Principal Subsidiaries, 53. TEMBLF - BENTR RERE
Associates and Jointly Controlled Entities - FIMEE N &
continued @ AATNIEBHBATIN-TERF=A=

(@

Particulars of the Company’s principal subsidiaries at 31
March 2006 are as follows: — contirfued

+—B2EENT - — &

Percentage of issued

fssued and share capital/
fully paid registered capital
Place of share capital/ heldbythe  attributable
incorporation/ registered Company */ tothe
Name of subsidiary registration capital subsidiaries Group  Principal activities
BRRE/
HRERALHT
ERTRBRRA/ BHARR/
M AREE KL/ g HRER WEBARE F~EEEG IEEHS
% %
Paul Y. Facilities Hong Kong HKS2iE T 100 64.58  Facilities management
Management Co,, Limited 5% ordinary shares ik services
SEERRE
Paul Y. Foundation Holdings British Virgin (slands US$1ETT 100 6458 Investment holding
Limited EEBREIES ordinary share &% B
Paul Y, Foundation Limited Hong Kong HK$10,000,000% 7T 100 6458  Civil engineering and
REMERRAA S ordinary shares % R foundation works
TATERBETR
Paul Y. Management Limited Hong Kong HKS2% 7T 100 6458  Management and
RETEERAH B5 ordinary shares &3& % secretarial services
EERHERE
Paul Y. Project Management Hong Kong HK$2A T 100 6458  Project management
International Limited &R ordinary shares & @i services and
RERRTRERERRA investment hotding
HAEERRER
RERR
PY| Properties Group Limited British Virgin Islands USS1ZETT 100* 100 Investment holding
(formerly known as A1 1% RBRAEE ordinary share & RARR
Paul Y. Properties Group
Limited)
PYI Nantong Port Limited British virgin Islanas USS1ETT 100 100 Investment holding
HBRIHE ordinary shares & A% AR
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53. Particulars of Principal Subsidiaries, 53. TEMBLR  MEARARKRFEE
Associates and Jointly Controlled Entities - HEER - E
continued (@ FLREEBHBRRAR-TEAF=AZ

(@ Particulars of the Company’s principal subsidiaries at 31 TBZFEENT  — &

166

March 2006 are as follows: — continued

All of the above subsidiaries operate in Hong Kong except
Jiangsu Wanhua Real Estate Development Co., Ltd., Jiangsu
Yangtong Investment and Development Co., Ltd., Jiangsu
Yangkou Port Development and Investment Co., Ltd. and
PaulY. Construction (China) Limited , all of which operate in
the PRC.

All of the above subsidiaries are private limited companies
except Paul Y. — CREC (HK) Joint Venture which is an
unincorporated business and Paul Y. Engineering Group
Limited which is listed in Hong Kong.

Notes:

(i Allof those subsidiaries are the sino-foreign equity joint
venture companies.

(i) No capital has been contributed by the joint venture
partners of the joint venture.

(i) The holders of the non-voting preferred shares are not
entitled to vote, are not entitled to any dividends unless
the net profits of the company available for dividend
exceed HK$100,000,000,000 in which case they should
be entitled to a fixed non-cumulative dividend at the rate
0f 5% per annum for any financial year and are, on winding
up, only entitled out of the surplus assets of the company
to a return of the capital after a total sum of
HK$10,000,000,000 has been distributed to the holders
of the ordinary shares of the company.

(iv)  The holders of the non-voting deferred shares are not
entitled to vote, are not entitled to any dividends for any
financial year and are, on winding up or otherwise, only
entitled out of the surplus assets of the company to a
return of the capital after a total sum of
HK$100,000,000,000,000 has been distributed to the
holders of the ordinary shares of the company.
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53. Particulars of Principal Subsidiaries, 53. TEMB/AT - BiE AR RILREE

Associates and Jointly Controlled Entities - FIREER &
continued 0) ARFEEHEATR-BEAE=ZA
(b) Particulars of the Company’s principal associates at 31 =+ RZFHRET

March 2006 are as follows:

issued and Percentage of
fully paid issued share
Place of share capital/ capital/registered
incorporation/ registered capital attributable
Name of associate registration capital to the Group Principal activities
BETR AEEES
BERA/ BERIRA/
- YNSE ! L/ SR FHHE AR HREAEDL TEEH
%
China Strategic Holdings Limited Hong Kong HK$88,159,508.70/8 7T 294 Investment holding
(“China Strategic") Eik ordinary shares @Ak RERR
mEE@ERAR (K1)
CSCEC - Paul Y. Construction PRC US$10,000,0005 7T 202 Civil engineering
Company Limited H registered capital and building
hRREREERETLA {note below) construction
FREAR (T ) TATEREFRE
Nantong Port Group Limited PRC RMB946,004,400 A R # 227 Port operation
FREOERERAA R registered capital HORE
(note below)
SMER (T
Gain Resources Limited British Virgin Islands US$100% 7T 323 investment holding
BBRIES ordinary sharesi @k REAER
Zhong Yu - Paul Y. Project PRC US$500,000% 7 258 Project management
Management Company Limited H registered capital and consultancy
ERPFRETREEERARAA {note below) services
FEfE AR (P BRERREARS
All of the above associates are private limited companies FHPTEBARTHALABRRAG
except China Strategic which is listed in Hong Kong. HWrhREEELT -
All of the above associates are held by the Company FRFFABEQATY AR REER
indirectly. e
Note:  The company is a Sino-foreign equity joint venture company. Mzt : RAFARIIEGESERF -
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53. Particulars of Principal Subsidiaries, 53. TEMB LA » HE AR RERE

Associates and Jointly Controlled Entities - HREER &
continued © ARRHARZEHEER-_FTTE=A=
{c) Particulars of the Company’s jointly controlied entities at T—BZHENT

31 March 2006 are as follows:

Percentage of
Issued and issued share
Place of fully paid capital attributable
Name of jointly controlled entity incorporation share capital to the Group Principal activities
KEREN
EETRE
i YN R XL EEITREERE BA TEEB
%
Paul Y. - Penta-Ocean Joint Venture Hong Kong - 323 Civil engineering
E0) (note below) TAIE
(Fxfitzs)
Note: No capital has been contributed by the joint venture fitsy : &BATELE -
partners. ‘
LRI AEESRAETEVEAERFE LS
The above tables list the subsidiaries and associates of the FERTEFAABREEFEZ AR TNBL
Company which, in the opinion of the directors, principally RN NTE - BEERA  SHHNEMHBEAT
affected the results for the year or formed a substantial portion REENATZERESEIELE - :

of the net assets of the Group. To give details of other subsidiaries
and associates would, in the opinion of the directors, result in
particulars of excessive length.
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For the year ended 31 March
HE=-A=+—RBLFE

2002 2003 2004 2005 2006
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FHET FiEx
(restated)
(EFHIER)
RESULTS ES |
Group turnover REHLELE 5,343,810 3,636,182 3,382,466 3,588,015 3,540,484
Profit (loss) before taxation BRELRTE T (B518) 125,243 (316,718) 208,566 497,163 398,754
Taxation BIA (49,020) (37,809) (45,678) 23,772 (52,804)
Profit (loss) for the year FEuT (H1R) 76,223 (354,527) 162,888 520,935 345,950
Attributable to: AR ATFEL :
Equity holders of the Company ARRIZIREREA 69,618 (354,029) 163,627 521,920 310,487
Minority interests LR EER 6,605 {498) (739) (985) 35,463
76,223 (354,527) 162,888 520,935 345,950
At 31 March
R=A=+—8
2002 2003 2004 2005 2006
HK$'000 HK$'0C0 HK$'000 HK$'000 HK$'000
FHET FAT FAET FAET FHERx
(restated)
(E#7ER)
ASSETS AND LIABILITIES BEHARK
Total assets BEE 6,194,242 4,873,156 4,862,328 7,110,379 5,981,678
Total liabilities =R (3,231,305)  (2,199,065)  (2,081,008)  (3,395,658) (2,971,741)

2,962,937 2,674,091 2,781,320 3,714,721 3,009,937

Equity attributable to equity Vi N/NC i T

holders of the Company A AR 2,947,273 2,658,531 2,770,872 3,178,826 2,570,632
Share options reserve of a WBABZE

subsidiary IR - - - - 137
Minority interests D ERE R AERS 15,664 15,560 10,448 535,895 439,168

2,962,937 2,674,091 2,781,320 3,714,721 3,009,937

The HKICPA has issued a number of new and revised HKFRSs that are EREASERHEZEHR_ZERF—A—H
effective for accounting periods beginning on or after 1 January 2005. 2 ARSI R E R I RIS ERU
(nformation on the changes in accounting policies resulting from initial WKL - AE AR SIEREETEEME
application of these new and revised HKFRSs is provided in note 2 to HELRFMERNEH IR EE 2 BRERGS UK
the consolidated financial statements. Financial information for 2005 HEMF2 . —ETRFZMBERERUSEFIER
has been restated for these new and revised policies in accordance ZISHTBCR MR B BE IS SCES - B RM 24
with the transitional provisions and as disclosed in note 2. Financial B o REMBERIEER MU FHIE REEET
information for earlier years have not been adjusted to take into ERAVERSENMEL AR -  RERKESE AL
account the effect on the on the adoption of these new and revised BERR LIWAR[FT -

HKFRSs as the directors considered that it is not practicable to do so.

PAY REXBHMED | 2065H 169




170

Board of Directors
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Registered Office & 3 41k

Clarendon House Clarendon House

2 Church Street 2 Church Street

Hamilton HM 11 Hamilton HM 11

Bermuda Bermuda

Principal Place of Business FEEXIMEL

31/F, Paul Y. Centre ' BB

51 Hung To Road BEERE

Kwun Tong, Kowloon BB BE515E

Hong Kong REREPLINE ‘
Tel: (852) 2831 8338 TiE (852) 2831 8338 '
Fax:  (852) 2372 0641 HE: (852) 23720641

Principal Share Registrars and Transfer Office Bz iniB P& AR

Butterfield Fund Services (Bermuda) Limited Butterfield Fund Services (Bermuda) Limited
Rosebank Centre Rosebank Centre

11 Bermudiana Road 11 Bermudiana Road

Pembroke Pembroke

Bermuda Bermuda

Branch Share Registrars and Transfer Office BRBAPERTE

Secretaries Limited MEFEREARQE]

26/F Tesbury Centre B

28 Queen's Road East BT

wanchai ERRER28

Hong Kong EHEER 268

Website At

WWW.pyicorp.com WWW.pyicorp.com
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